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Marsh 


6“ E have to build [Hitler said in Berlin last week] 

roads and paths, sometimes through marshes. 
If people say that the Russians can cross the marshes 
without paths, I reply that they are not human beings. 
They are a kind of marsh beings.” Morale and material 
factors weigh in war, some experts have said, in the ratio 
of three to one; and the Fuehrer is deeply concerned 
about the continuing high morale of the Russian people. 
The suggestion of the bewildered Nazis is that the 
Russians hold on because they belong to a lower order 
than the “cultured” people of the German Reich. It 
may indeed be that the low standard of living in revolu- 
tionary Russia has bred a correspondingly high degree 
of endurance ; for a generation, heavy sacrifices for the 
common good, long privations and grievous sufferings 
have hardened the Russian people for their supreme trial. 
But there is much more than physical endurance behind 
the Russian resistance. The present generation of 
Russians is, above all, a generation of pioneers. They are 
frontiersmen. The mental vigour. the willpower and the 
fagerness to learn and achieve, which were typical of 
those who built the British Empire and of the first 
generations of North Americans, are also the distinctive 
marks of a people which has been ready to surrender 
most of the comforts and joys of ordinary life in order 
to build, say, a Magnitogorsk or a Dnieprostroi. The 


Beings 


impact of revolution is far from spent. The Russian people 
believe that they are building a new and better order. 
It is true that the grandeur of their vision has time and 
again stood in sharp contrast to the miseries of their 
everyday life during the two-and-a-half decades since the 
revolution started. But, deep in their hearts, the hope is 
alive that all the sacrifices and sufferings have been no 
more than the necessary evils of transition, nothing but 
the birth-pangs of a new society. 

This is the key to the enigma of Russian morale which 
so much baffles Hitler and his confederates. It is the 
double hope of social progress and national preservation 
which has inspired the defenders of Sebastopol and 
Stalingrad and sustained the men who have scorched the 
Russian earth. The present Russian generation inherited 
very little from those who went before it. It started the 
building of a new Russian society almost from scratch. 
The people of the Soviets take an ardent, and often naive, 
pride in their achievements ; and they feel, in this war, 
that they are defending their life work, even when they 
turn to destroy their homes, their factories, their oil- 
fields, their coal-mines and their crops. 

It is no contradiction of this unchallengeable claim to 
high morale that compulsion has played, and still plays, 
a huge part in the Soviet war effort. Indeed, compulsion 
has been applied in Russia throughout the years of 
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emergency, on a scale certainly unthinkable in any western 
society brought up in the traditions of democracy and 
personal freedom. But it should never be forgotten that 
the leitmotiv of Russian history, almost from its 
beginnings, has been the absolute preponderance cf 
authority. The ideas of personal freedom and inde- 
pendence have never struck lasting roots in a country 
whose rural population, until the outset of this century, 
was organised in the mir-communities and whose main 
industries were established, not by independent entre- 
preneurs, but by absolute monarchs, on the basis of serf 
labour. History has taught countless Russian generations 
to regard the individual as only an atom in an immense 
social body—the church, the state, the mir, with first 
claim on the liberty and life of the subject. The revolu- 
tion is bound up with that tradition; the slogans of 
Marxist collectivism have been fitted into the traditional 
pattern. 

It is because of this spirit and these traditions that the 
Soviet state, long before the war started, was able to 
harness all the productive and human resources of Russia 
to its war effort, on a scale and with a consistency for 
which no parallel can be found. Immense masses of 
labour have been organised and moved from one end of 
the Eurasian continent to the other. Capital investments 
were made which, for years, left the country with a deficit 
in consumers’ goods ; war stocks were accumulated in 
peacetime while consumption was kept at the lowest 
possible level. 

As far back as February, 1931, Stalin made this plea: 


To slow down the pace means to lag behind; and 
those who lag behind are bound to be beaten. But we 
do not want to be beaten . . . the history of old Russia 
shows that our country was uninterruptedly beaten for 
its backwardness. We were beaten by the Mongol Khans ; 
we were beaten by the Turkish Beys ; we were beaten 
by the Swedish feudatories; we were beaten by the 
Polish and Lithuanian landlords ; we were beaten by the 
English and French capitalists ; we were beaten by the 
Japanese barons. We were beaten by all for our backward- 
ness . . . Remember the words of the pre-revolutionary 
poet .... “thou hast been poor and thou hast been 
plentiful, thou hast been mighty and thou hast been help- 
less, Mother Russia.” 


Stalin was speaking, more than eleven years ago, to 
Russia’s economists. He was looking towards the 
creation of a national mystique around the omnipotent 
state—and to the war that was coming. By reference to 
the pre-revolutionary past of his country, he was pro- 
claiming the mission of the Soviet state to put an end to 
the traditional backwardness of “ mighty and helpless ” 
Russia. There are two sides to the bright and shining 
medal of Russian morale. There is, first, the boundless 
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claim of the state on the mass of the people ; there jg, 
secondly, the belief of the people themselves in the 
reality of their country’s mission. This is the combina. 
tion which has bred the endurance of the “ marsh beings ” 
who bewilder the conqueror of Europe and his military 
chiefs, and its reality has been written in blood and deeds 
which have shaken the world. “ Marsh beings,” intended 
in contempt, may be the greatest tribute a country has 
ever wrung from its foes. 

The Germans, too, have aided the maintenance of 
Russian morale. Every Russian peasant, no matter what 
his past grudge against collective methods, now knows 
that bare survival is the stake. By their rapacity the 
Germans have undone themselves ; the agricultural new 
order of the Ostland, a regime of ruthless requisitioning, 
has done nothing to win over that part of the peasan 
of Russia who may perhaps still dream of private farming: 
the extinction of the last traces of Ukrainian and White 
Russian autonomy has destroyed the last illusions of the 
separatists who may before have rested some hopes on 
Berlin ; insistence on the direct and unconcealed incor- 
poration of the Caucasus in the Nazi Lebensraum has 
shown every Caucasian that Moscow is his only hope, 

There is litthe danger that the miracle of Russian 
morale will be undervalued by Russia’s allies. A greater 
risk is that they will take too much for granted and 
assume that this morale is sufficient unaided. Morale is 
an imponderable ; because men are human it goes up 
and down. It would be wrong to assume that, because 
Russian morale has achieved so much, in terrible straits, 
it will remain unaffected by the material worsening in 
Russia’s staying power. The people of Britain, above all, 
should know how the morale of a nation at war changes 
and fluctuates. Even in Russian morale, there was an 
ebb during the long retreat of 1941 and a climax during 
the great defence of Moscow. The peak at Stalingrad 
was preceded by a slackening on the Don and Kuban. At 
every crisis, the Soviet Government intervened with 
vigour to strengthen the spirit of the people at the front 
and behind it by every means it commanded ; political 
appeals, stern disciplinary measures, drives to step up 
supplies, all these have played their part—with very 
remarkable success in the Caucasus and on the Volga. 
But hard facts remain. Hitler’s hope is that, after a 
second winter of war and hardship and_ prodigious 
privation, morale in Russia will break. The hope may 
be unrealistic. But the strain which the coming winter 
will put on the people of Russia cannot be denied or 
glossed over. In the making of Allied strategy and in 
the forging of Allied action, the limits of the endurance of 
even these magnificent “‘ marsh beings ” must be a major 
motive, if the Russian miracle is not to be lost and 
wasted. ‘ 


Full Employment: The Means 


HE conclusions of last week’s article on Full Employ- 

ment were twofold. In the first place, the problem 
of Full Employment is essentially the problem of the 
trade cycle. Not all forms of unemployment, it is true, 
are the products of cyclical depression. “ Normal mini- 
mum ” or the so-called “dynamic” unemployment is an 
inevitable concomitant of the mobility of labour ; seasonal 
unemployment is as great in years of good trade as in 
years of bad ; and the unemployment that arises from the 
decay of individual industries is another special—and 
grievous—case. But the two former could easily be cared 
for, and the third would be vastly alleviated, if it were 
possible to avoid the much larger and more widespread 
unemployment that comes with trade depressions ; and it 
is with these depressions that diagnosis and cure must 
chiefly concern themselves. Secondly, the way to prevent 
recurrent depressions is to secure that the community’s 
Investment in concrete capital goods is both large enough 
to embody its Savings and regular in volume from year 


to year. Full Employment could be secured by state sub- 
sidies in aid of consumption in bad years ; but there is 
a variety of practical reasons for preferring a policy of 
stabilising investment. 

One of the most important of these is that, in sub- 
sidising consumption, only the state can act, while in 
stabilising investment, it can stimulate the activities of 
others. This is a vital distinction. If the whole burden 
of maintaining investment were thrust on the state, the 
task might well be beyond its means, even in these days 
of enormous budgets and swollen administrations. The 
state, as an investor, is subject to a large number of 
limitations. It has difficulty in entering the field of com- 
petitive industry, and these difficulties do not arise solely 
from the jealousies of private capitalists. So long as there 
is any form of activity, publicly or privately owned, 
which is expected to pay its way, it will naturally resent 
and oppose the breeding of subsidised competitors. Heavy 
investment by the state would lead to an inflation of the 
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gational debt and to all the difficulties, real or imaginary, 
that arise in consequence. These will be the subject of 
a third article ; but it may be interposed here that there 
are reasons for being more distrustful of public debt than 
of private debt. The state’s difficulties in entering com- 

titive spheres naturally lead it to concentrate its “ public 
works” in fields that are not financially remunerative, 
such as public buildings, roads, bridges and the like. 
These things are necessary and desirable and they yield 
non-monetary dividends ; but if too much. of the com- 
munity’s savings are invested in forms that yield no money 
return, there will be trouble. The individuals who save 
do so in the expectation of monetary return on their 
savings. A man who has saved all his life cannot live on 
the magnificence of the local Town Hall or on the 
smooth directness of the nearest by-pass. If the standard 
of material living is to maintain its steady rise, it is 
essential that as much as possible of the community’s 
savings should be invested in forms that will yield a 
tangible and material dividend in the future—and that 
is what any state short of the totalitarian has difficulty in 
doing. Totalitarianism is, indeed, the ultimate end of a 
“public works” policy, for if any departments of the 
community’s economic life are to be kept independent of 
the state (whether or not they are collectively owned) 
it is imperative that they should be constantly reinforced 
by a stream of new capital investment. 

All this is not to say that the state should never engage 
in capital construction on its own account—on the con- 
wary, there is an inescapable obligation to do so if the 
alternative is a cyclical depression—but it is to say that 
“public works” should be regarded as a very poor 
sxeond best. The primary object of an investment policy 
should be to see that private investment is kept steady 
ata high level, and only if that fails to close the gap by 
“public works.” ‘The word “ private” is used here to 
cover investment by any persons or institutions which 
ae financially independent of the Exchequer. A public 
corporation such as the Central Electricity Board or the 
London Passenger Transport Board is, in this sense, 
“private,” and the doctrine that the main reliance should 
be on the stimulation of “ private” investment is in no 
way in conflict with the spread of public ownership. On 
the contrary, the more public corporations and boards 
there are, the more influence the economic policy of the 
Government can be expected to have on the total of non- 
state investment. Ceatral control over the timing of 
capital expenditure by these bodies is a point that should 
te remembered in drawing up their constitutions. 

The overwhelming importance of private investment 
can be illustrated by a few figures. In 1938, out of a net 
tational income (at market price) of £5,040 millions, the 
total of private net investment at home and of private 
ad Government net investment abroad was {£351 
millions. But, in a re-armament year, a sizeable propor- 
ton of the Government expenditure at home must also 
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have been on capital goods ; this cannot have been less 
than £150 millions, bringing the total to {500 millions. 
But these figures are all “ net”; they exclude the expendi- 
ture necessary to maintain the existing capital of the 
country. Obviously, for practical purposes, it is impossible 
to distinguish between a machine that represents a new 
investment from one that is to replace an old machine ; 
and for the avoidance of unemployment it is as impor- 
tant to see that the money set aside in depreciation funds 
is all spent as to see that the money set aside as savings 
is all invested. So, to get an idea of the dimensions of 
the problem, it can be said that in 1938 the British com- 
munity spent about £900 millions on capital goods, {500 
millions of it from savings and £400 millions out of 
depreciation funds. But even this sum was not enough 
to secure full employment ; 1938 was a year of only 
middling trade. From what has happened since, it seems 
likely that the net national income of 1938 would have 
needed to be about 10-15 per cent higher to ensure full 
employment ; at a guess, about £250 to £350 millions 
more of expenditure on capital goods might have been 
required to secure this. These figures are only rough, but 
their order of magnitude is right. At the price level of 
1938, the requirement for full employment was that from 
£1,150 to £1,250 millions—say, {1,200 millions a year— 
should be spent on capital goods. This would represent 
approximately one-fifth of the gross national output (that 
is, including the maintenance of capital). 

This figure is very much larger than is usually realised, 
and its magnitude serves to illustrate why it is that 
attempts by Governments have in the past so frequently 
failed to produce any effect on the state of trade. Mr 
Lloyd George’s proposals a dozen years ago envisaged 
the expenditure of £200 millions, and though this was 
considered to be an impossibly large sum in terms of the 
public finances, it was obviously too small to exercise 
any dominant effect on the conjuncture. The American 
equivalent to the British figure of £1,200 millions would 
be something like $20 or $25 billions, and Mr Roosevelt’s 
peacetime deficits of $4 or $5 billions, for ail the shouting 
they provoked, were obviously not in proportion to the 
problem. Indeed, the quantitative approach provides a 
clear illustration of the importance of private investment. 
When the required total is £1,200 millions, a “ public 
works” programme of £200 millions may easily do posi- 
tive harm, if the circumstances of its announcement are 
such as to create an atmosphere of alarm and frighten the 
private individual or institution with money to lay out. 

The main endeavour of a Full Employment policy 
must, therefore, be to maintain a large and steady volume 
of expenditure on capital goods by persons and institu- 
tions other than the Exchequer itself. How can this te 
done? The instrument that comes most readily to mind 
is, of course, the rate of interest, and it is certainly to the 
public advantage that, whenever the volume of investment 
shows a falling tendency, the state should ensure the 
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existence of large funds available for borrowing for invest- 
ment at low rates of interest. So much has been written 
on this subject in recent years that it would be impossible 
to summarise it here and foolish to attempt to add any- 
thing. But though reductions in the rate of interest may, 
in certain circumstances, have a very powerful effect, it 
would be unwise to place too much reliance on them. 
Even the lowest rates of interest may fail to make borrow- 
ing attractive, if the risks of investment appear to be too 
great. This is another very large subject—on which, how- 
ever, in contrast to the rate of interest, the bulk of the 
writing has yet to be done—and it is hardly possible here 
to do more than take note of its importance. Some risks 
—those of war, for example—are beyond the power of 
economic policy to control ; but by far the largest element 
of risk in investment would be removed if the state could 
firmly establish its ability to prevent cyclical depressions 
of trade and its determination to do so. In this respect, 
nothing will succeed so directly as success. 

In the interim period, however, before control of the 
cycle comes to be taken for granted, it is unlikely that the 
indirect means of influencing private investment by low 
rates of interest and by measures to reduce the risk 
element will by themselves be enough. Some more 
direct and positive methods of stimulating investment 
will be required. Much could be done by means of taxa- 
tion. Thus, there is no reason why the allowances that 
are made from the income-tax liability of industrial com- 
panies for the depreciation of plant should be immutable 
from year to year. In bad years, they could be doubled—- 
provided the whole amount were spent. Much could also 
be done by direct control and encouragement. A National 
Investment Board has hitherto usually been regarded as 
a means for discouraging unsound investment in boom 
years. But it would be still more useful as a means of 
encouraging and facilitating investment when the state 
of the national economy requires it. The greater the 


Financial 


HE financial side of Britain’s mobilisation for war 
has been handled with much more success during 
the first three years of the present conflict than during 
the corresponding period of the last war. The instrument 
of taxation has been used more efficiently; surplus spend- 
ing power has been directed into savings more effectively 
and at a lower rate of interest; and the shrinking supply 
of essential consumption goods has been distributed more 
equitably by means of rationing and price conirol. In 
sum, the Government has succeeded this time in appro- 
priating, by means of taxation and voluntary savings, a 
greater proportion of that part of the total of individual 
incomes which corresponds to what it pays for the 
physical resources it has transferred to its own use for 
carrying on the war. The higher degree of financial suc- 
cess in this war is often ascribed with a good deal of justi- 
fication to the more dexterous handling of the controls, 
that is, to greater skill in the tactics of finance ; actually, 
however, it is due even more to the better understanding 
of the réle of money in war, of the strategy of finance. 
Taxation, especially direct taxation, is playing a much 
more important réle in war finance than in 1914-18. 
During the four financial years 1914-15 to 1917-18 
revenue (mainly taxation) provided £1,844 millions, or 
26 per cent, of central Government expenditure amount- 
ing to £7,013 millions; for the financial years 1939-40 to 
1942-43 (the figures for the current financial year are 
estimates) revenue totals £6,934 millions, or 44 per cent 
of the national expenditure of £15,648 millions. During 
the calendar years 1940 and 1941, nearly one-half of 
central Government expenditure requiring domestic 
finance was covered by revenue; in the current financial 
year, revenue will contribute more than one-half. Income 
tax and surtax are expected to yield nearly {£1,000 
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volume of collective enterprise, the greater should be the 
influence of the Investment Board, and it is by no means 
fanciful to look forward to a time when such a Board 
could, of its own motion, release very large sums for 
investment. 

By all these and other means, the state should do its 
utmost to keep the volume of normal investment (includ. 
ing its own expenditure on capital goods such as arma. 
ments, slum-clearance schemes or post offices) at the 
required level. It should not be difficult to calculate, 
almost from month to month, the desired figure, which 
has here been estimated to be about £1,200 millions a 
year in the circumstances of 1938. The central principle 
of the economic policy of the state should be to see that 
the total of investment exactly equalled that figure, neither 
more nor less. The task of preventing inflation would in- 
deed remain—in a peculiarly acute form—and to replace 
a chronic tendency towards deflation by a chronic 
tendency towards inflation would be an exchange of evils, 
With Investment and Savings balanced at the highest 
possible level of employment of resources, the dangers of 
the nation seeking to increase its investment in monetary 
terms when no real increase in employment or production 
is possible are plain. But if the total of investment showed 
this tendency to rise above the target, the state will surely 
have (it has already) plenty of effective means of arresting 
the tendency. If the total of investment showed a tendency 
to fall below the target, then—but only then—the 
Government should engage in additional “ public 
works ” to whatever extent might be necessary. 

This is the barest outline of a Full Employment policy. 
Provided it was executed on a large enough scale, it would 
not fail to work. Of that there need be little question. But 
—as was stated at the beginning of this series of articles— 
what is still unresolved is the cost that would have to be 
paid for the attainment of Full Employment. That will 
form the subject of a concluding article. 


Strategy 


millions during the current year, more than four times 
as much as in 1917-18. True, the standard rate of income 
tax was increased more than fourfold between 1913-14 
and 1917-18 from Is. 2d. to §s.; but the highest rate ever 
reached during the last war was 6s., compared with the 
present figure of 10s. Moreover, the incidence of direct 
taxation is now much heavier on all ranges of incomes. 

How severely the higher income categories have been 
dealt with was shown by the Chancellor of the Exchequer 
on September 30. In 1941-42 only 80 individuals were 
in receipt of net incomes (after taxation) exceeding 
£6,000, against 7,000 in 1938-39; in the £4,000 to £6,000 
group the number was 1,170, against 12,000; in the 
£2,000 to £4,000 group it was 30,750, against 56,000; 
and in the £1,000 to £2,000 group 105,000, against 
155,000. For all practical purposes, there is now a ceiling 
of about £6,000 on individual net incomes; and only a 
mere handful of individuals are able to retain net incomes 
over £4,000. (Details of changes in direct taxation on 
incomes of £2,000 and over since 1913 are given on 
page 466.) 

Savings, too, are at a higher rate than during the last 
war, while rationing and price control now assure the 
essentials of life to the poorer section of the community 
much more effectively than 25 years ago. A comparison of 
price and wage movements during the first three years of 
the last and the present wars reveals how much more 
effectively the Government is now using the financial 
controls. Broadly, the rise in both prices and wages was 
twice as rapid in 1914-17 as in 1939-42. The Economist 
index of wholesale prices rose by about 120 fer cent in 
1914-17, compared with 60 per cent in 1939-42; the 
official cost of living index advanced by 80 per cent 
against 30 per cent; and wage rates by nearly 60 perf 
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cent against 30 per cent. Moreover, as The Economist’s 
quarterly analyses show, business profits have been 
dfectively stabilised since 1939 by EPT. 

In every respect, then, British war finance in 1939-42 
sands the test of comparison with the first three years of 
the last war. But if the controls have so far been handled 
more dexterously than 25 years ago, they have by no 
means functioned perfectly. The Government has not 
entirely succeeded in reducing the spending of civilians 
proportionately to the shrinkage in the supply of con- 
sumption goods ; in other words, it has failed to withdraw 
purchasing power corresponding to the transfer of 
resources tO its own war uses. Consequently it has been 
compelled, to some extent, to make good its own 
deficiency in purchasing power by having recourse, 
indirectly, to the “printing press.” True, the dose of 
inflation has so far been small, and, since the prices of 
essential consumption goods are controlled, it has made 
itself felt mainly in the category of non-essentials. But 
the conditions of inflation, excess purchasing power side 
by side with a dwindling stock of civilian goods and 
services, do exist. The financial position at the end of 
three years of war is, by any standard of comparison, 
encouraging. But the problem now is to preserve the 
gains which have been made by making quite certain 
that latent inflation cannot become active. The task will 
not be easy. The country’s resources are now almost fully 
employed. The supply of new consumers’ goods available 
for civilian purchase must continue to decline and, 
inevitably, the civilian purchasing power available for 
their purchase will outstrip their total value at current 
prices at a progressive rate, even if the volume of 
purchasing power is not itself swollen further. Hitherto, 
a Mr Kalecki points out in the current issue of the 
Bulletin of the Oxford Institute of Statistics, the depletion 


Banks in 


N‘ excuse need be offered for restating the funda- 
mental factors that determine the variations in the 
volume of bank credit in this country. Much of the expo- 
ition may be vieux jeu to most readers of The Economist; 
but it is apparently still the most exciting novelty to the 
many people who, at the signal given by the Archbishop 
o Canterbury, have recently rushed into dogmatic pro- 
houncements on the subject—pronouncements which 
may well have fostered among the general and 
winstructed public a feeling that they and their interests 
ae in the hands of a clique of bankers wielding some 
sort of sinister and secret power, and wielding it none too 
chivalrously. Such an impression could do a great deal of 
quite unjustified harm, and, in so far as it rests upon 
Misrepresentations of fact, it is important that these 
thould be exposed. 

The case for the prosecution may be summarised as 
follows: “The banks create credit; bank credit now 
costitutes over 80 per cent of the money circulating in 
this credit ; hence the exercise of this power of credit 
feation involves a delegation to private institutions of 
the right of issue, which should be vested in the state; 
there is all the more reason for transferring this power of 
credit creation from the banks to the state because bank- 
ing in this country has become a monopoly; finally, the 
banks add insult to injury by actually charging interest 
m the credit which they are able to create out of 
nothing.” It is not possible to answer this charge simply 
by saying that “the whole case falls to the ground 

use no bank can lend resources which have not been 
deposited with it.” The fact that, since the beginning of 
the war, the total of bank deposits in this country has 
tsen by over £1,000 millions is sufficient proof that 
credit creation has been proceeding at a very considerable 
pace, and that this has occurred by some process of which 
the banks themselves cannot have been wholly unaware. 
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of stocks has cushioned the effect of the reduction in the 
output of civilian goods, but this cannot go on. 

In the absence of a further increase in civilian spending 
power, the further reduction in the supply of new con- 
sumers’ goods, which is inevitable, need not give rise to 
serious difficulties. In theory at any rate, they would be 
overcome by the means which have already gained so much 
success, by the extension of rationing and price control 
and by still higher taxes on non-essentials. But it is very 
doubttul indeed whether these existing weapons for 
combating inflation—taxation, savings, rationing and price 
control—will be adequate to deal with any further 
substantial increase in purchasing power due to still 
higher wages and salaries. Experience suggests that the 
time has now come for the adoption of a defensive 
strategy in war finance, that is, for putting the brake on 
further general increases in personal incomes. This is a 
democratic country; and on Wednesday last week the 
Lord Chancellor, on behalf of the Government, strongly 
deprecated the suggestion that collective bargaining 
should be abandoned in favour of state regulation of 
wages. But what if maintenance of collective bargaining 
means the maintenance of. the pressure for higher 
wages? If the Government could effectively restrain 
this pressure, the arguments for preserving the 
peacetime machinery in toto would be wholly convincing. 
But unless the organised trade unions are ready to show 
more economic understanding than at present, the 
pressure will continue; and mere exhortations on behalf 
of the Government will be no substitute for a deliberate 
policy to restrain increases in all forms of income, 
salaries no less than wage earnings. Unless the rising tide 
of purchasing power in the hands of the public is 
arrested, the dam, which is already leaking, may well give 
way under the strain. 


the Dock 


The real answer, of course, is to ask whether it is not a 
fact that actual responsibility for this creation of credit 
rests, not with the banks who are pilloried, but with the 
state itself, to which, so these indignant critics suggest, a 
total monopoly of banking should forthwith be given. 

But there is one item in the charge sheet where cate- 
gorical and complete refutation can be made, and it 
can be removed at once. There is no banking monopoly 
in this country. The fear of such a monopoly was 
engendered by the great banking amalgamations of the 
last war. It led to official action as a result of which 
Treasury and Board of Trade sanction has been required 
for every bank merger effected since 1918. Apart from 
certain agreements among the banks to limit the rates 
paid on deposits and to desist from active competition 
for business during the war (they are specified in a note 
on page 447), the big joint stock banks are independent 
and competitive units. Moreover, they are surrounded by 
many institutions, such as savings banks, building 
societies, private and overseas banks, hire purchase 
finance houses and the like, whose activities impinge on 
theirs at many noints in a highly competitive way. 

What then of the basis of the indictment, namely, the 
contention that banks create credit? The answer, of 
course, is that they do, but that there is nothing repre- 
hensible or peculiar in the fact. The banks are far from 
unique in this resvect. The tradesman who gives his 
customers one or three months to pay for his bills also 
creates credit. Any act of confidence which allows goods 
and services to be exchanged without jmmediate payment 
is a creation of credit and provides an addition to the 
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immediately available and effective volume of purchasing 
power. The banks share this power with every other 
corporation or individual of sufficient substance or 
reputation. But they wield it in a manner which acquires 
special importance and significance from the fact that the 
bulk of the purchasing power employed in this country 
consists of cheques drawn on bank accounts. When a 
bank grants a loan to a customer, or gives the Govern- 
ment credit by buying a Treasury bill or National War 
Bonds, it is making available immediate purchasing 
power. But it does not follow that every loan or every 
purchase of securities by a bank creates an equal amount 
of deposits. The addition to earning assets may be 
neutralised by a contraction elsewhere ; and the process 
of credit creation will only be rounded off if the banks 
can continue to command the confidence of the public 
and re-attract as deposits the additional credit created by 
the expansion in their assets. A loan whose proceeds are 
taken out in the form of cash will not immediately create 
a deposit. Its only effect on the banking position will be 
to increase the loans of the bank concerned and to reduce 
its cash; the deposits will be unaffected. 

Let it be assumed, however, that the confidence is 
there and that the credit circuit is not broken by any 
undue tendency to hoard currency. What, then, 
determines the extent to which banks can vary the total 
of their assets and so create or destroy credit? There are 
two fundamental factors. One is variable, that is, the 
amount of bank cash available (this consists of currency 
in the tills and balances maintained by the banks with 
the Bank of England); the second, the ratio of cash to 
deposits maintained by the banks, is more or less constant. 
Many practical bankers will vehemently deny that they 
ever create credit because, they assert, whenever they 
decide to make an additional loan or buy more securities, 
they know they have the required money in their account 
at the Bank of England. But this argument loses sight of 
the dynamic character of the credit situation ; it ignores 
the fact that the cash used, as the loan is drawn upon or 
the securities bought, is not destroyed, but returns to the 
banking system. The total cash basis remains unaffected 
by this particular bank’s operation, but deposits will 
have increased in step with the increase in earning assets. 
At the same time, the ratio of cash to deposits, which must 
have been slightly above the normal figure when the 
expansion in assets was decided upon, will have gone back 
towards normal. The important point is that the volume 
of this basis of credit is determined by the Bank of 
England acting in the closest co-operation with the 
Treasury. Given that the banks work to a more or less 
constant cash ratio, it is thus with the authorities that the 
decision lies as to what the total amount of bank credit 
is to be. The commercial banks’ réle in this mechanism 
is, first, to decide upon the distribution of the existing 
volume of credit ; and, secondly, to operate the mass of 
credit, that is, the bank accounts, which constitute so 
large a part of total purchasing power. In an economic 
ala a 
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system made up of a large number of competing and 
privately owned units, there is everything to be said in 
favour of allowing a number of banks, themselves in keen 
competition, to perform this function of selecting credit 
worthy borrowers. The dangers and abuses of monopoly 
are avoided ; but these dangers and abuses would be 
courted if, side by side with free industrial and com. 
mercial enterprises, there were to be a monopoly of credit 
operated under complete State control. 

These generalities can be clothed with facts. Two sets 
of facts are germane: the changes which have taken place 
in the banking position in this country during the war; 
and the remuneration actually derived by the banking 
system for its part in the expansion of credit—a poim 
which seems to stick in the throats of so many people, 
Since August, 1939, clearing bank deposits have risen 
by some £1,060 millions, and the main counterpart to 
this movement has been an increase of £480 millions 
in the banks’ investments and the lending of £630 
millions by the banks to the Treasury in the form of six 
months’ deposits. In other words, the propelling force 
in the expansion of bank credit during the war has been 
the accumulation of Government paper by the banks. The 
final cause is state policy in wartime ; the trend simply 
reflects the wartime intrusion of the state in the national 
economy ; and the fall of bank advances by some £200 
millions during the same period is a partial measure of 
the corresponding contraction which has inevitably taken 
place in the sphere of private enterprise. The question 
which is most often asked, of course, is whether, in view 
of this switch from normal, banking operations to the 
purchase and discount of Government paper, the banks 
have not been overpaid for their services ; and it must 
be admitted that the new type of wartime banking oper- 
tion is one which calls for none of the discernment and 
expertness required in the making of loans and advances 
in peacetime. At one extreme in the clamour which has 
arisen around this question of the banks’ remuneration, 
there is a suggestion that the credit thus created is 
“* costless ” and that the banks are, therefore, not entitled 
to any return on the assets concerned. This reflects a 
complete misunderstanding The credit created has 
returned to the banks as depositors’ money. On part of 
these additional deposits, interest is paid. The rest con- 
sists of current accounts and the costs of their operations, 
namely, of clearing cheques, effecting payments, meeting 
cash withdrawals, and so on, must be met, and are far 
from negligible. There is no such thing as “ costless” 
credit. The additional Government paper held by the 
banks since the beginning of the war bears an average 
rate of interest of about 1} per cent ; and, certainly, if 
the cost of operating the additional deposits and the 
higher rate of taxation are allowed for, there can have 
been little room for profiteering. Moreover, if there were 
the slightest tendency towards profiteering, EPT would 
take care of it. 

Thus the final judgment in this cause célébre is plain. 
The banks are very far from being a monopoly. They 
play some part in the creation of credit, but have no say 
in deciding what the amount of banking credit is to be. 
That decision is in the hands of the monetary authorities, 
that is, of the central bank and the appropriate Govern- 
ment department. In this respect, banks are simply an 
instrument of state policy, and their réle is merely to 
decide how the volume of credit is to be distributed—a 
role which must, of course, be exercised within ever 
narrowing limits during wartime when a_ preponderant 
part of the economic life of the country is under direct 
Government control. Nor is there any evidence that the 
large wartime expansion in bank credit, for which state 
needs have been responsible, has brought the banks any 
appreciable increase in profits. It is hard to avoid the 
conclusion that, if the current popular indictment were 
properly drawn, it would be directed, not against the 
banks, but against the Government. The hand may 
indeed be the hand of Esau. But the voice is the voice 
of Jacob—the Government—and, in war economy, it is 
difficult to see how Jacob could speak otherwise. 
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NOTES 
Stalin’s Statement 


Mr Willkie has been followed in his “ public prodding ” 
by the Soviet Premier himself—in three laconic, but de- 
berate, answers to leading questions put by an American 
jurnalist. It is obvious that no amount of “ prodding ” can 
possibly bring about any quick change in the strategic 
gnditions and the state of material preparedness for a 
Second Front. After all his conferences with Allied states- 
men Stalin is most certainly aware of this fact. That he 
has nevertheless found it necessary to indicate his doubts 
in public shows how extremely acute the impatience for 
concerted Allied action has grown inside Russia itself. When 
he contrasts “the aid which the Soviet Union is giving to 
the Allies by drawing upon itself the main forces of the 
German-Fascist armies ” with the “ aid of the Allies to the 
Soviet Union,” Stalin echoes the popular feeling which pre- 
vals throughout his country. The political implications of 
this mood of the Russian people deserve the closest atten- 
tion; during the last war, a similar mood of impatience 
wept Tsarist Russia because of delays in the delivery of 
Allied munitions. Stalin’s guarded remark about Russia’s 
capacity to resist not only expresses the self-confidence 
of the Russians, who have already worked wonders: it also 
implies a carefully formulated warning. Stalin declared 
that the Soviet capacity to resist is “ not less, if not greater 
than the capacity of Fascist Germany, or of any other 
aggressive power, to secure for itself world domination.” 
But what may matter most in the short run is not the 
capacity of the Germans to achieve world domination, that 
is, to defeat Russia and Great’ Britain and the USA, but 
their capacity to strike crippling blows on Russia. On this 
Sulin prefers not to make any optimistic forecasts. With- 
out illusions, he does not permit himself to be lulled into 
a false sense of security by the unexpectedly favourable 
course of the fighting on the Stalingrad front. The position 
remains very grave, and it may grow graver yet. In fact, 
this is almost certainly what Stalin meant to convey to 
the United Nations. His warning will surely not go un- 
heeded as the time for action ticks away. . 


The Common Task 


“T thought, apart from what he said about the Second 
Front and materials, it was a very encouraging statement.” 
Lord Halifax’s exceptions, in his comment on what Stalin 
told the Associated Press last Sunday, cover a rather wide 
tact of territory. At bottom, the problems of the Second 
Front and the distribution of Allied war equipment from 
the common pool are inseparable; they are really one 
problem, that of the deployment of men and supplies ac- 
cording to a single strategy. In its solution, the Allies can 
work in one or two ways—in concert or in parallel. While 
the United States was still at peace, the distribution of 
American supplies was less complicated ; they went to the 
battle-fronts in order of urgency. Now the United States is 
a war as well as being an arsenal, Inevitably, American 
men and American supplies are applied to the building up 
of American forces, at home as well as abroad, forces which 
ae intended to exercise a decisive influence on the outcome 
of the war, and certainly will be capable of doing so. But 
America, the most potent war maker in the world, is—un- 
like Russia, Britain and China—not a base; happily for 
them, the American people’s fighting will be done on 
foreign soil; and distance, though an aid, can also be a 
distraction. The danger to be avoided, therefore, is the 
danger of building up and equipping separate American 
amies and armadas, at sea and in the air, while men and 
‘quipment are desperately needed for prompt action in the 
actual theatres of decision. Separatism in strategy or in the 
illocation of supplies, if carried beyond a point, means 
Mcurring the danger of “too much and too late.” It is a 
tribute to President Roosevelt that, even before the United 
States became a belligerent, he saw this danger. He gave 
Priority in the allocation of American aircraft to the battle 
heeds of Britain; he sent American troops to Iceland, 
Northern Ireland, the West Indies and the Pacific. He 
clearly realises that the test of an army or an air force is 
its use in action, and not its accumulation. The problem 
Which Stalin and, before him, Chinese spokesmen have 
Posed is whether this realisation has been carried far enough 
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OF THE WEEK 


in the minds of the war chiefs of the United States—or 
those of Britain. In the bombardment of Germany, for 
instance, to take what is perhaps a hypothetical case, it is 
a moot point whether the vast output of the United States 
can be best used in the form of steady increments to the 
British air offensive or in the form of a mighty American 
bomber fleet to be thrown in en bloc at a later stage— 
whether to double or treble the Allied air striking power 
some time in the future is better than a mounting attack 
week by week now. The same is true at sea and on land. 
Stalin’s implied question is whether, say, four million 
American soldiers in battle early would not win more for 
freedom than ten million later. Apart from Stalin’s open 
doubts—which may be significant—there is no evidence 
before the layman that the United States, in the making of 
its strategy of either supply and operations, is blind to the 
need for integration as well as concentration in the common 
effort. But the point is crucial. 


* * - 


Nazis Speak 

Goebbels, Hitler and Goering all spoke last week at 
mass demonstrations of the Nazi party. The occasions were 
the opening of the Winter Help campaign and the public 
decoration of agricultural leaders. Goebbels did more than 
give his usual report of the progress of Winter Help activi- 
ties. The Winter Help principle he described as true 
“ German Socialism,” and in this light he surveyed Nazi 
achievements since 1932. He compared Germany’s present 
difficult position in the world war with the Nazi party’s 
difficulties in the autumn of 1932, when several million 
votes had been lost in the November elections. In spite of 
its setbacks, he pointed out, the party came quickly into 
power. In the same way, he suggested, Germany, faced by 
the same plutocratic enemies as confronted the Nazis ten 
years ago, will triumph. Hitler took up the tale where 
Goebbels left off. He pointed to the long record of victories 
in the field since 1939. He explained the slow progress of 
recent weeks on the eastern front by the need for caution 
and for reorganising the occupied territories for the imme- 
diate benefit of the German people and the material 
strengthening of the war power of German Europe. Hitler, 
too, pointed to “ German Socialism ” at home, There are no 
longer any class differences, he said: the Nazi ideal of “a 
people’s community ” has been realised. It was this social 
solidarity within the Reich to which both Goebbels and 
Hitler pointed as the chief foundation: and assurance of 
victory. Goering went into details. In Germany, he claimed, 
the food situation is safe, while the German armies can 
live on the territories they occupy. He, too, spoke at length 
on the strength and justice of the “ people’s community” 
which Nazism is alleged to have brought into being. “ Ger- 
man Socialism ” and European resources, these were the 
two reasons which these Nazi leaders dangled before their 
followers to counteract the disillusionment and disappoint- 
ment which have grown and spread since the glamorous 
conquests of 1939 and 1940. The German people will now 
be able to put these explanations to the test of hard fact. 


* * * 


Apologia 

It is plain that the speeches of Goebbels, Hitler and 
Goering last week were attempts to allay alarm and dispel 
despondency. All three were obviously anxious to 
strengthen, if not even to revive, confidence in Nazi leader- 
ship. Goebbels, for instance, indulged in a tremendous 
eulogy, unprecedented for him, of the Fuehrer. Goering, in 
perhaps the most important part of his speech, redefined 
the functions of the German General Staff and restated 
Hitler’s position as the supreme leader of the German 
Reich. In every unit of the Wehrmacht, he said, one man 
is in sole command; but, he emphasised, Hitler holds 
supreme political and military command and is alone re- 
sponsible for victory or defeat. Plainly, Nazi leadership is 
on trial. The German people were told by all three speakers 
that the resources of Europe, organised as a whole, would 
enable Germany to continue and win the wat, and make it 
possible for the German people to feed and be clothed and 
housed adequately. The argument is that, while war is in 
one wav or another almost the normal condition of the new 
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German empire, the German people themselves can remain 
relatively secure because of the far-reaching conquests 
already achieved. But the mass of the German people can 
only be reconciled to this state of affairs if the goods prom- 
ised are delivered—that is, if they have physical security 
and physical well-being, both of which they notably lack 
at present. The test of Nazi leadership is to provide these 
conditions ; and it was the aim and object of last week’s 
three speeches to prove that the promises made could and 
would be made good. This was the reason for the stress 
which all three put upon the so-called “people’s com- 
munity ” and the organised wealth of German Europe. The 
fact remains that the material benefits which the Nazi 
leaders can, in fact offer, are extremely small ; and the road 
to the crisis of confidence which has not yet come in Nazi 
Germany is plainly paved with heavy casualties and material 
shortages. 


Two-Day Debate 


The picture of the coal position that emerged from the 
two-day debate in the House is a sorry one. The dis- 
cussion brought out very clearly that the present difficulties 


are the result of a policy of drift, indeed, of inexplicable 


shortsightedness on the part of the Government. Mr 
Grenfell, the former Secretary for Mines, was at pains to 
protest that his warnings after Dunkirk went unheeded and 
that his authority was severely limited. If Mr Grenfell 
had had the courage of his convictions, he might surely have 
resigned in time to bring the matter to a head before it was 
too late. Production has shown a steady decline froin nearly 
230 million tons in the year preceding Dunkirk to 207} 
million tons in the past year and an annual rate of less 
than 200 million tons during the five months which ended 
in September this year. Major Lloyd George pointed out 
that, compared with a year ago, output is down by 70,000 
tons a week in spite of an increase of 17,000 in the in- 
dustry’s labour force. He confirmed the conclusions about 
the distribution of absenteeism which were suggested in a 
letter to the Times from the secretary of the Kent Coal 
Owners’ Association on September 30th. The standard of 
attendance among older men is much better than among the 
younger men ; the best record is that of men between 40 
and 50 and the worst that of those between 20 and 30. The 
Minister of Fuel and Power outlined his plans for im- 
proving the position by technical reorganisation in order 
to increase the output per head. But he admitted that the 
reorganisation of the industry will take time and is not 
likely to have “ a very material effect” on the supply of coal 
this winter—ar. understatement unless reorganisation is 
much speedier and more drastic than it has been yet. There 
is no prospect of the release of large numbers of miners 
from the Services. Sir John Anderson pointed out on 
Monday that the number still in this country who could 
be released, including those in the field army, does not 
exceed 4,000 and that, in any case, the Cabinet had decided 
against drawing miners from the field army at this stage. 


* * * 


Coal for the Winter 


What is the prospect for coal supplies this winter? Mr 
Grenfell estimated that, including export requirements of 
about four million tons, 124 million tons would be required 
during the six winter months. Stocks, he said, were millions 
of tons down and, after allowing for economies and a with- 
drawal of six million tons from reserves, some 110 million 
tons would have to be produced in 25 weeks, involving an 
average weekly output of 4,400,000 tons. The current weekly 
rate of output is well below this figure. Mr Shinwell came 
out strongly in favour of consumer rationing as a means of 
avoiding hardship. Major Lloyd George retorted by saying 
that the outlook was not as gloomy as Mr Grenfell’s state- 
ment suggested. He admitted that stocks were not as high 
as a year ago, but added that they were much better dis- 
tributed throughout the country. Production, moreover, is 
going up. From a weekly average of 3,921,000 tons from the 
middle of June to the week preceding the August Bank 
Holiday, output has risen to an average of 4,031,000 tons ; 
since the introduction of the bonus scheme it has been 
4,085,000 tons and during the past fortnight this figure has 
been exceeded. A welcome innovation is his decision to 
publish monthly output figures, together with a statement 
showing the percentage of the standard tonnage reached in 
each district. 


I am satisfied [said the Minister] that we can get through 
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this winter, provided we can get the full co-operation of aj) 
both consumers and producers—and when | refer to Producers, 
I do not refer only to the men, but to the managements 4 
well, and when I refer to consumers, I do not refer to 
domestic consumers only, but also to industrial consumers, 


The Minister has reduced the allocation of domestic cog] 
and its equivalents in gas and electricity by four million tons 
this winter ; but, in his view, the decision to instruct mer. 
chants to give priority to consumers who normally use aboy; 
one cwt. a week will prevent hardship among the poor who 
have not been able to take advantage of the permission to 
lay in stocks during the summer. This scheme is an jp. 
provement on the present position, but it is hardly an 
effective substitute for rationing. Despite Major Lloyd 
George’s attempt to deprecate scaremongering, the coal 
debate has, if anything, underlined the extreme gravity of 
the coal position—which, all in all, is one of the mogt 
shocking episodes of the war. 


* * * 


The Black Spot 

The nation’s health, it is stated—with almost irritating 
reiteration—in the Ministry of Health’s report for 1941-42 
(Cmd. 6394), has remained good. But in respect of tuber. 
culosis the situation is unsatisfactory, and there has appeared 
this week the report of the Medical Research Council's 
Committee on Tuberculosis in Wartime, which shows that, 
although total deaths from TB are now roughly halved 
compared with twenty-five years ago, the increase in 
mortality between 1939 and 194I1—-an increase of II per 
cent for males and 13 per cent for females—compares with 
increases of 5 per cent and 7 per cent, respectively, in 
1914-16. In other words, though absolutely the position 
to-day compares very favourably with the last war, the 
retrogression during the war has been twice as severe, rela- 
tively, as in 1914-16. Tuberculosis is a social disease, and it 
is not difficult to find in a war—especially total war—social 
conditions and factors which favour its spread: the Com- 
mittee enumerates the evacuation of many sanatoria in 
September, 1939; the black-out, which diminishes ventila- 
tion and possibly lowers general resistance ; overcrowding 
in homes as a result of bombing and billeting ; evacuation 
of the population, which may have introduced tuberculous 
persons into healthy homes and vice versa ; evacuation of 
town to country, with the result that children, previously 
fed on pasteurised milk, may have changed over to raw 
milk. But if TB is a social disease, the remedies are social 
too, and the most striking feature of the report is the 
dependence of its recommendations on the policy and 
actions of, not one, but several Government Departments. 
The Ministry of Agriculture is responsible for an adequate 
supply of milk—“ the adult population must be considered 
as having been inadequately supplied with milk during the 
winter months ”—and for a safe supply of milk—either free 
from infection or properly pasteurised. In view of the im- 
portance of early diagnosis for successful treatment, the 
Committee recommends periodic mass radiography 0! 
susceptible sections of the community, particularly now of 
munition workers ; this presumably would depend on the 
Ministry of Labour. But though in many cases institutional 
treatment will be unnecessary, early diagnosis is not enough 
if facilities for treating more advanced cases are inadequate. 
The Ministry of Health should release more beds from the 
Emergency Hospital Scheme and, if the shortage of nurses 
and domestic staff cannot be overcome by appeals and pro- 
paganda, together with an overdue improvement in pay 
and conditions of work, powers of direction should be used. 


*x 


But, again, diagnosis and treatment are rendered nuga- 
tory if the patient has to resume full-time exacting employ- 
ment too soon. Consequently, the Committee recommends 
proper financial support for the patient and his family to 
continue after the sanatorium phase is ended. At present, 4 
tuberculous worker and his dependants may have only 
national health disablement benefit of ros. 6d. a week on 
which to live after discharge, with the result that for con- 
valescence he rushes back to full-time work, and frequentls 
has a relapse. Moreover, it is fear of poverty which fre- 
quently deters people from coming forward for early 
diagnosis. Together with financial provision the Com- 
mittee recommends modified work in factories for those on 
the way to recovery and even where possible for chronic 
tuberculous workers. Full financial and physical rehabilita- 
tion of TB cases is the joint responsibility of the Ministri¢s 
of Health and Labour—unless they shelve it an to Sir 
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William Beveridge—and immediate action is needed if this 
black spot on the public’s health is to be removed—as it 
can be. 


*x x * 


Plans and Planners 


A note on page 462 criticises the new tin agreement 
pecause, in authority and decision, it remains a producers’ 
oganisation. The Atlantic Charter asked for access on 
equal terms to the world’s trade and raw materials, This 
did not mean that countries wishing to buy raw materials 
in the past had been physically prevented from doing so. 
They could always buy, if they had the wherewithal. There 
was no discrimination between buyers. But there was a 
definite discrimination in the fixing of production or 
prices in favour of producers against the consumers. There 
was, in short, the tendency towards monopoly or quasi- 
monopoly, which disfigured economic activity almost every- 
where. This is not to say that producers were or are rogues 
and consumers saints. The tin producers banded together 
in the first place, not to secure great gains, but to protect 
themselves against great losses; and the point is that 
producers” Organisations of this kind seek to protect the 
high-cost producer equally with the low-cost producer. The 
problem is an economic one. Arrangements of this kind 
do not make the best use, in real terms, of the world’s 
resources because they are contrived in financial terms, in 
order to maintain profits or avert losses. One of the chief 
aims of planning after the war will be to prevent financial 
gnsiderations from impeding the full employment of re- 
gurces at the maximum level of output and consumption. 
This is surely one of the main lessons which the war has 
taught. Again and again, the planning of war economy has 
been impeded by the natural reluctance of individuals or 
undertakings to face financial losses, and the absence of 
my unified system of compensation, to prevent these purely 
accounting considerations from standing in the way of 
necessary wartime changes, has been the main drag on the 
progress of war production. In different circumstances, the 
ame will be true of whatever planning may be necessary 
for peace and prosperity after the war. 


* 


The basic trouble of to-day is not that the principles of 
economics worked out by those who analysed the simpler 
economies of the last century have been proved wrong. 
What has happened is that the conditions in which these 
principles could work with effect have been replaced by a 
much more complicated system of social, political and 
economic institutions, bringing with them almost insuper- 
able obstacles to the working of the principles which were 
also practice when markets were relatively free. Most of 
the restrictive measures which have been brought into 
being can be placed under the head either of protection or 
of monopoly, and arose from the desire of employers, 
trade unions, producers’ organisations or nations to safe- 
guard themselves against insecurity. The task of planning 
in the future is not, as some people have supposed, to in- 
crease these rigidities to a maximum, but rather to furnish 
anew set of economic conditions in which the old principles 
which held in the free market will once again be true in 
actual practice. The problem of the planner will be to give 
the individual security, not by impeding production or 
penalising consumption, but by making it no longer neces- 
sary for individuals or undertakings to engage 1n these mal- 
practices in order to avert financial losses. On any estimate, 
itis far better to compensate a high-cost producer for going 
out of business than it is to permit him to levy a toll on 
consumers and to hold up output by arrangements designed 
t0 keep him as a going concern. The real test of post-war 
Planning, national or international, will be whether it can 
achieve, at one and the same time, security and adaptability. 
Without security, there will be political disaster. Without 
adaptability—adaptability of the effectiveness which the 
freer markets of the nineteenth century achieved—there 
will be economic decadence and social decline. 


The French 


Two recent events—the placing of Herriot under 
arrest and the dismissal of Benoist-Méchin—have 
revealed two aspects of the crisis which has been growing 
in Vichy. The two names are, each of them in a different 
way, almost symbolic. Herriot, the most outstanding repre- 


Crisis 
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sentative of French radicalism, the head of several French 
Governments during the past two decades and the Speaker 
of France’s last Parliament, has perhaps better than any- 
body else among the pleiad of Republican politicians 
embodied the political qualities of the democratically 
minded Frangais moyen. His attitude towards Vichy has 
been highly significant. At Bordeaux he fought against the 
capitulation; but, faced with a fait accompli, Herriot 
1efrained from any open struggle against Pétain ; he did 
his utmost to “exert pressure” upon the men of Vichy 
behind the scenes. For some time, he apparently still 
believed in the effectiveness of such methods, and preferred 
to appeal to the “good will” of the old Marshal rather 
than to push the internal division of France to extremes. 
His hopes, however, have been frustrated. Vichy has proved 
immune against any well-meaning and patriotic “ pressure.” 
Herriot has gone back to open struggle. About a year ago, 
he reasserted his faith in the British Alliance in an article 
written for the American press. As a sign of protest against 
collaboration, he returned his cross of the Légion 
d’Honneur. Finally, he recently openly accused Pétain and 
Laval of usurpation of power and of “ drawing France intu 
the war against her allies.” Herriot’s conduct has been 
the most sensitive barometer of the feelings of the great 
mass of democratic Frenchmen. It has faithfully reflected the 
evolution which led the country from the great illusion 
about the “ victor of Verdun ” to disappointment and active 
resistance. By the internment of Herriot, Laval has simply 
acknowledged this and given up any hope of reconciliation 
with the Frangais moyen. Benoist-Méchin, Vichy’s ex- 
Secretary of State, comes from a completely different 
political environment. He has belonged to the obscure 
clique of Fascist speculators and gangsters, grouped around 
Doriot. Inside Vichy, he represented the extreme collabor- 
ationist tendency. The immediate reason for his dismissal 
was his participation in a Doriotist intrigue against Laval, 
sponsored by German protectors. His dismissal is probably 
indicative of the state of tension which exists between 
Vichy and some influential German circles in Paris. Having 
lost the last remnants of confidence in the eyes of genuinely 
French public opinion. Laval has been equally unable to 
placate the intransigent collaborationists. 


* * * 


Rising Tempers in Scandinavia 


Since April 9, 1940, when the Germans overran 
Denmark, less news of Danish affairs has reached this 
country than of developments in any other occupied terri- 
tory. In the last week, however, reports from Sweden and 
Germany have suggested that a _ state of acute crisis 
and tension has been reached between the Danes and the 
German authorities. A number of menacing statements 
issued from Germany make it appear possible that the 
invaders are about to introduce a regime on the quisling 
model—or even to incorporate Denmark into the Reich as a 
formal Gau. The report that General Liidke, who 
commands the German troops in Denmark, is to be replaced 
by the more ruthless General Heydeberck also indicates 
that the reins are to be more tightly held ; and the some- 
what ominous statement of the Danish Prime Minister, 
Hr. Buhl, in the Rigsdag on Tuesday did nothing to dispel 
the general foreboding. It is believed that the Germans 
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have in fact been putting increased pressure on the Danish 
Government since the end of August and may even have 
presented some form of ultimatum, demanding among 
other things a totalitarian adjustment of the constitution. 
There is no doubt that the parading of the Danish Free 
Corps in the streets and the behaviour of the Germans 
themselves has become increasingly provocative in recent 
weeks. Why the Germans should provoke a crisis at the 
present moment is best known to themselves. It is not 
out of the question that sabotage has begun to assume 
serious proportions and that the growing hostility of the 
most peaceful population in the world is now a genuine 
danger. That the crisis is inspired by strategic reasons, 
especially by a desire to secure communications with 
Norway and Finland, is perhaps less likely. The incident, 
which threatens to expose another nation to the full blast 
of Nazi terrorism, proves once more that the most con- 
servative minimum of freedom and independence are 
incompatible with the war and peace aims of the Third 
Reich. And while Denmark faces the threat of reduction 
to the status of Norway, the Norwegians face an outbreak 
of terror of the quality hitherto reserved for central and 
eastern Europe, as arrests and executions follow the 
declaration of a state of siege in Trondheim. 


* x * 


Party Strife in Argentina 


Before going into recess on September 3oth, the Argen- 
tine Chamber of Deputies delivered a vigorous Parthian 
shot at the neutrality policy of President Castillo by passing 
two highly provocative resolutions. In a session unattended 
by the Foreign Minister, Sefior Ruiz Guifiazu, the Chamber 
voted, by 67 votes to 64, in favour of breaking off diplomatic 
relations with the Axis powers. It also voted overwhelm- 
ingly, by 71 to 9, in favour of implementing the decisions 
of the Rio Conference. The debate was lively and contained 
a number of vigorously pro-ally speeches by Radical and 
Socialist deputies. There is, however, no reason to suppose 
that this spirited display has brought Argentina appreciably 
nearer to war. The hard fact remains that the manipulation 
of elections has prevented Congress from reflecting the 
public mind ; that the Senate, where President Castillo has 
a considerable majority, can override the Chamber ; and 
that Congress does not come out of recess before May 1, 
1943. In the interim, the President rules by decree, a 
formula which, in view of the state of siege declared last 
December and not yet ended, implies that there may be 
even more complete authoritarian control of the destinies 
of Argentina than during a normal summer recess. It is 
impossible to see how Argentina, despite the very strong 
and almost certainly swelling popular support for the Allied 
cause, could take the decision to enter the war while the 
constitution is worked as it is at present. President Castillo 
probably exercises more absolute control to-day over the 
destiny of his country than at any time since he succeeded 
Dr Ortiz in 1940. He is a determined neutral, and there is 
no doubt that he means to see his. policy through. 


* * * 


The Statute of Westminster 


Another quarrel is brewing in Australian politics, this 
time over the Government’s decision to ratify the operative 
part of the Statute of Westminster. This curious Act of 
1931, which provided that thenceforward no Act of the 
Imperial Parliament should extend to a Dominion unless it 
was expressly stated in the Act that the Dominion wanted 
it or agreed, was itself passed after the Dominions had 
“severally requested and consented” to its submission to 
the Imperial Parliament. But the Statute also provides that 
sections two to six, the operative sections, should not extend 
to a Dominion unless they were adopted by the Parliament 
of that Dominion. So far they have not been ratified in 
Australia, New Zealand and Newfoundland, which means 
that the Colonial Laws Validity Act of 1865 remains in 
force in respect to them and consequently any laws they 
may make may be void if they conflict with Acts of the 
Imperial Parliament which purport to extend to them. The 
fact that the two Pacific Dominions have not hitherto rati- 
fied the Statute shows how legalistic the whole affair is, 
because at the Imperial Conference of 1926 it was declared 
that in practice “legislation by the Parliament at Westmin- 
ster applying to a Dominion would only be passed with 
the consent of the Dominion concerned.” Nevertheless, Dr 
Evatt, in asking leave to introduce a ratification Bill into 
the Commonwealth Parliament, stated that he had been 
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informed that practical drafting and administrative difficul 
ties have arisen, especially during the war, which would 
be greatly eased by the adoption of sections two to six 9 
the Statute. The Opposition argues that ratification — 
would be misinterpreted abroad as a sign of Empire dis 
unity. It many be doubted whether even Goebbels would 
bother to reap propaganda from the actual formal ratifica 
tion of such an academic measure. ' 


* * * 


Disagreement in New Zealand 


After about three months, the strange COM promise 
between Government and Opposition in New Zealand 
seems to have broken down. New Zealand’s solution of the 
problem of how to give the party in opposition a greate; 
participation in the conduct of the war, without endanger. 
ing the domestic programme of the party in power, was t 
form, first, a War Cabinet, and, last July, a War Ad. 
ministration, responsible respectively for war policy ang 
the administration of that policy, and composed of mem. 
bers of both the Labour party and the National Party 
The domestic Cabinet, which is restricted to domestic 
affairs, has only Labour members. Last week, however, the 
National party decided to withdraw its six. representatives 
from the War Administration and the War Cabinet, because 
of the Government’s handling of a coal strike at Waikato 
The strike was a serious one, and would have had graye 
consequences if it had been allowed to continue. The 
Government decided to take control of the mines for the 
duration, at the same time safeguarding the companies 
and shareholders’ interests, and about 180 miners were 
sentenced to one month’s imprisonment, The miners then 
decided to resume work, whereupon the sentences were 
suspended. The National party caucus apparently disap. 
proved of this leniency, although it is difficult to see why 
it should have expressed its disapproval so forcibly, since 
the handling of the coal strike was presumably carried out 
by the domestic Cabinet, for whose policy the National 
party has no responsibility. Evidence that it may have 
behaved too drastically is provided by the decision of two 
of its members, Mr. J. G. Coates, Minister of Armed 
Forces, and Mr A. Hamilton, Associate Minister of Supply 
and Munitions, to rejoin the War Cabinet at the request 
of Mr Peter Fraser, the Prime Minister—though not as 
National party representatives, In any case, the split in the 
coalition shows quite clearly that there can be no division 
in total war between domestic and war affairs. 


* 


Conservatives at Loggerheads 


The Conservatives’ venture into the field of recon- 
“struction has not so far been a success. The party confer- 
ence last week was mainly devoted to the two reports of 
the sub-committee on education, and the second, containing 
“A Plan for Youth,” which was drafted, oddly enough, 
by Mr W. F. Oakeshott, High Master of St. Paul’s School, 
was attacked from all sides. One speaker said that the pro- 
posed Federation of Youth would be a counterpart of the 
-Hitlerjugend ; others that the report was a slander on 
youth ; another that the voluntary youth organisations were 
adequate ; and another that the report was “ typical of the 
pink ‘slop’ which for years has been infecting the Con- 
servative Party.” But though the Conservatives thus de- 
nounced their own sub-committee, they gave no indication 
of the sort of educational system they do want in this 
country, and it is perhaps typical of the present confused 
state of the Conservative mind that the party’s official sub- 
committee could produce a report which has proved to be 
so completely unacceptable to the party itself. 


Bankers as Monopolists 


The charge that a banking monopoly must be counted 
among the ills that afflict this country is discussed in a lead- 
ing article on page 441. Eleven banks are members of the 
London clearing house ; and there are a number of Scottish 
and Irish banks outside their special spheres of activity, 
together with a host of other more specialised banks and 
financial institutions. The question is whether the relations 
between these independent institutions are so close, and the 
rules for restricting competition so sternly drawn, that all 
these bodies have become virtually a single money trust. On 
all the evidence the answer is, definitely, no. The main agree- 
ments are those observed by the London clearing banks. 
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agreement, they now limit the amount which they are 
separed to pay in interest on deposits. The ceilings ” are 
Poet cent on ordinary deposits and I per cent on special 

sits. The latter are deposits fixed for 15 days and over, 
and the agreement by which the rate paid for them was 
stricted to I per cent dates from July, 1939. It was spon- 
red by the Bank of England and was primarily intended 
remove an impediment to the direct flow of national 
avings into Government loans. Since the beginning of the 
war, the fixing of bank deposit rates has in effect formed 
att of the Treasury’s control over the financial position. 
4 more important departure was made by the clearing 
banks at the beginning of the war. This was an undertaking 
not to engage in active competition for the business handled 
py other banks. The agreement was an armistice, rather than 
an alliance, and was largely due to the shortage of staff ; it 
places no obstacle in the way of any bank customer trans- 
fering his business from one bank to another, and does not 
fffect the competition for new business. To conjure up 
monopoly out of these restrictions on competition requires 
, somewhat active imagination. 

* * * 

Facts and Fallacies 

Appropriately, the Cobden Club has published a paper 
by Mr Francis Hirst, who sets out to expound the basic 
principles of political economy which remain unchallenged 
against the sophisms which, he says, spread like weeds 
in a neglected garden during wartime. Uncompromisingly, 
Mr Hirst denies that to work for a money incentive is in 
any way reprehensible, whether the worker earns wages, 
glaries or profits ; and in this, surely, Mr Hirst is right, 
jyst as he is when he says that the real value of wages or 
glaries or profits depends on what they will buy, in 
terms of goods and services, and not on their nominal 
amount. It is salutary, too, to be reminded that the pros- 
perity of a state depends upon that of its individual citizens 
and that, in itself, planning is a word not a policy. Not 
infrequently, perhaps, Mr Hirst is much less than fair 
to the subjects of his criticism—mainly governments and 
modern economists—than they deserve. Mr Hirst once said 
that the trouble about young people was that there was a 
curtain between them and the economic wisdom of the 
past ; occasionally, it appears that there is a curtain between 
Mr Hirst and the increment of wisdom which has come 
from more recent experience and thought. Nevertheless, it 
is stimulating to be told again, in this time of much emptier 
talk, that the job of governments, among others much more 
disputable, is to promote equality of opportunity and 
freer trade, and not to foster monopoly. 


* 


Mr Hirst attacks the “ fallacious” view that because it is 
possible to spend so many millions a day on war, it is 
possible to spend the same amount when the war is over 
on reconstruction. The Chancellor of the Exchequer, rather 
out of the blue, made the same point not long ago. It is 
an argument which needs defining. In one sense, it is 
obviously true. It is possible to spend so many millions 
a day on the war now, because so many other things have 
been given up for the duration. Production for civilian 
markets has been correspondingly curtailed ; the nation is 
on war rations of food and clothing ; civil building is at a 
standstill ; the process of maintaining and replacing capital 
equipment has been largely suspended ; accumulated foreign 
assets are being run off. War economy is a state of cur- 
tailed consumption and disinvestment. After the war, pre- 
sumably, the nation’s resources will be primarily required 
to restore peacetime standards: to produce civilian goods, 
to manufacture for export, to build new houses and 
factories, and so on. The nation’s resources, at any point 
of time, are limited, and a Government which attempted 
to spend as much in peacetime on public works as 
in wartime it does on war production could only 
do so, without inflationary consequences, if it adopted 
at the same time precisely the same measures of restriction 
and rationing which make wartime Government spending 
possible. On the other hand, the important thing to 
remember is that what determines a nation’s ability to 
do this or that is not the amount of money at its disposal 
but the volume of physical resources, the labour, the plant, 
the material, and so on. It is this which will determine the 
scale and scope of reconstruction, and not financial con- 
siderations. The truth is that there is no hard and fast line 
between the normal economic activity of peacetime and 


reconstruction. Properly conceived, they are inseparable, 


which means that their costs in money or real terms need 
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not be competitive—except for the fact that the coat must 
always be cut according to the cloth. Reconstruction, pro- 
perly conceived, is merely a method of so guiding and 
stimulating normal economic activity that there is full and 
efficient employment for all the physical resources available. 


* * * 


Shorter Notes 


The Australian advance in New Guinea has dislodged the 
Japanese forces from their threatening position above Port 
Moresby. The Japanese have steadily retreated ahead of the 
Australians and mainly out of range of field artillery. 
There has been no attempt to fight a rearguard action, and, 
after the initial phase, the Japanese have retreated much 
faster than the Australians have advanced. The Allied forces 
are now within 15 miles of the summit of the Owen Stanley 
Range, and, at a height of some 4,600 ft., their progress is 
becoming increasingly slow. The explanation of the Japan- 
ese withdrawal is no doubt a decision to make no stand 
south of the summit, for the relative advantage of the 
Australians decreases with their advance, as their supply 
lines lengthen. 

* 

Three new French Canadian Ministers have been 
appointed by Mr Mackenzie King to the Dominion’s 
Cabinet in fulfilment of his pledge to restore the normal 
representation of Quebec in the Canadian Government. 
Major-General L. R. Lafléche becomes Minister of 
National War Services in the place of Mr J. T. Thorson, 
KC; Mr Ernest Bertrand becomes Minister of Fisheries in 
the place of Mr J. E. Michaud, KC, who has been 
appointed Minister of Transport after the resignation of 
Mr Cardin ; and Mr Alphonse Fournier has been appointed 
Minister of Public Works. 


+ 


According to the Ministry of Health’s report for 1941-42, 
there were 331,000 schoolchildren and 275,000 mothers and 
children billeted in reception areas at the end of March 


, 


1942, compared with a total for both classes of 872,000 at 
the end of September, 1941, and over a million at the end 
of February, 1941. 
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AMERICAN SURVEY 





Stabilisation 


N O time has been lost in implementing the Anti-Inflation 
Bill which was passed late last week by Congress and 
received the President’s signature immediately after. The 
Act directs the President tc issue, before November Ist, a 
stabilisation order fixing wages, salaries and prices at the 
levels existing on September 15th. The steps already taken 
by Mr Roosevelt include the appointment of Mr Justice 
Byrnes, of the US Supreme Court, as Director of Economic 
Stabilisation, with complete responsibility for carrying out 
the provisions of the Act; the fixing of temporary price 
ceilings by Mr Henderson for food prices not covered by 
the original Price Control Law ; a new rent order; and 
a directive to the War Labour Board freezing wages at 
the level of September 15th, except for corrections of 
inequalities or sub-standard wages, to be approved by the 
Board. 

The post to be filled by Mr Byrnes approximates to the 
idea of an Economic High Command, which was so freely 
prophesied on all sides before the President’s message 
to Congress in September. Mr Byrnes will formulate 
and administer nation-wide controls over rents, prices, 
wages, profits and subsidies, in order to stabilise the cost 
of living. He is to be assisted by an advisory board, made 
up of the heads of the agencies or departments most 
closely concerned. It will include Mr Morgenthau, the 
Secretary of the Treasury; Miss Perkins, Secretary of 
Labour; Mr Henderson, the Price Administrator ; 
Mr Davis, of the War Labour Board; Mr Wickard, the 
Secretary of Agriculture; Mr Jesse Jones, Secretary of 
Commerce ; Mr Eccles, chairman of the Federal Reserve 
Board ; Mr Smith, Director of the Budget ; and represen- 
tatives of labour, management, and the farmers. Subject 
to the President’s approval, however, Mr Byrnes’ authority 
will be complete, and his decisions will be carried out by 
the Department of Agriculture, the Office of Price Adminis- 
tration and the War Labour Board. The good will any 
man would have enjoyed on undertaking this immense 
responsibility will be enhanced by the excellence of Mr 
Byrnes’ relations with Congress, particularly wtih the 
Senate, where, as Senator from Tennessee, he proved 
himself a loyal and skilful supporter of the New Deal. 
It is further preof of Mr Roosevelt’s political acumen that 
he has chosen for this delicate and highly political post 
a man popular with Congress and a Southern New Dealer. 
Mr Byrnes was appointed to the Supreme Court about a 
year ago; but it has been no secret that he did not feel 
entirely at home in the rarefied atmosphere of that august 


body. 
Farm Compromise , 


The Anti-Inflation Bill reached Mr Roosevelt’s desk 
without the farm bloc amendment, providing for a revision 
of the method by which parity is calculated, which had 
threatened to wreck the Administration plans for stabilisa- 
tion. Instead, at the last moment, the Senate adopted and 
the House accepted a compromise, which directs the 
President to raise farm price ceilings when they do not 
reflect increases in labour and other costs which have 
taken place since January Ist, 1941. This is a somewhat 
amended version of the Administration formula, which 
promises to take into account increases in labour costs in 
fixing farm price ceilings. It bears a striking resemblance 
to the War Labour Board’s “ little steel ” formula governing 
wage increases, which permitted them only to compensate 
for increases in the cost of living since January Ist, 1941. 

Whether this is a genuine victory over the farm bloc 
or largely a face-saving compromise is hard to determine. 
If farm price ceilings are raised to compensate fully for 
higher labour costs, which have risen substantially, the 
farm bloc will have achieved its purpose after all. Much 
will depend on the interpretation and administration of the 
provisions of the Act. Mr Henderson’s views are well 
known ; and it is hopeful that Mr Wickard, to whom 
Congress last January entrusted the defence of farm 


of Incomes 


interests, recently declared himself converted to the id 
of Parity prices rather than the 110 per cent of oat 
which for so long has embodied the ambitions of the fa 
bloc. Mr Wickard has now been directed to keep eal 
prices down to the level of September 15th as far a 
possible. ; i 
The weekend order tixing emergency ceilings on food 
prices jitherto exempt brings about 90 per cent of the 
nation’s food under control at recently prevailing prices, 
Many of these have risen sharply during the past few 
weeks. These ceilings are to last for 60 days. Permanent 
ceilings will be imposed later, after an investigation to 
determine whether present levels are jusiified. Most of the 
products now controlled ane seasonal goods on which 
it was not felt practicable to impose ceilings earlier, A 
new rent order has also been issued by the Price Admini. 
strator, requesting landlords who have raised rents to reduce 
them to the levels of March ist. Evasion of the rent 
restrictions already in force has been widespread, and 
regulations are now being drafted to put teeth into the 
law and prevent evictions through the sale of property. 


Flexibility 


The wage policy laid down in the Anti-Inflation Act 
and the President’s directive to the War Labour Board 
provides that increases above the level of September 15th 
are forbidden, except by specific action of the Board, 
designed to adjust inequalities, raise sub-standard wages 
or to aid the prosecution of the war. Apparently this will 
bring to an end the voluntary wage increases which have 
been a most potent source of infiation purchasing power 
and of manpower “pirating” by employers. It greatly 
strengthens the position of the Board, whose decisions now 
cover the entire wage structure, instead of only the limited 
number of cases brought to it for settlement. It is also 
provided in the Act that wages und prices may not be 
decreased below the levels of September 15th—but this 
is hardly a live issue. The salary provisions perhaps sound 
more drastic than they are, and will have less effect in the 
war against inflation. Salaries of men and women receiving 
more than $5,000 a year are not to be raised unless the 
recipient does more work or undertakes more responsibility; 
and no salary is to be authorised above $25,000 a year after 
deductions for taxes, life insurance and other fixed obliga- 
tions. There seem to be ne restrictions on salary increases 
to those earning less than $5,000 a year, who receive the 
bulk of all salary payments, or on income from investments 
or professional services. 

To speak of “freezing” of either wages or prices under 
the new orders is hardly accurate. The law itself and the 
directives which have been issued under it, all provide 
opportunities for the utmost flexibility and discretion in 
operation. In the case of farm prices, flexibility—in an 
upward direction—is mandatory, and the power of the War 
Labour Board to increase sub-standard wages, subject to 
Mr Byrnes approval, is not impaired. In itself, this flexi- 
bility is desirable. Without a certain degree of elasticity in 
prices and wages, and the power to increase them where 
necessary, production would suffer. Whether the provisions 
will be abused depends upon the firmness with which they 
are administered and the co-operation that can be elicited 
from labour and the farmers. On his return to Washington, 
President Roosevelt announced that he had found the 
country more prepared for sacrifices than Washington or 
Congress. There seems no doubt that this is true. Both 
Mr Green and Mr Murray have pledged their loyal support 
to the anti-inflation programme. Now that a framework for 
stabilisation has been set up, and responsibility is centred 
on one man rather than on a variety of agencies, the 
prospects of averting a runaway inflation are improved. 

The end of the process of “ complementary provocation ” 
between farm and labour incomes may be in sight. What 
has not yet been dealt with is the fact that the current 
rate of income payments already greatly exceeds the 


Oct 


supply 
jndicati« 
still in 
material 
Treasut 
sent tO 
Mr Mo 
perhaps 
js not | 
thoroug 
larger 
existenc 
also be 
jmmine 
firm OV 
have be 
have b 
The re: 
that th 


assuran 


FDR’s 
Mi 

of whi 
war pI 
people, 
of criti 
and rac 
the tri 
sentati\ 
On the 
for mc 
dent ta 
so nea 
bated | 
and ra 
minor 

ahead 
Mr Re 
ing on 
bases, 
points, 
faction 
Produ: 
of the 
expert 
larly < 
desirec 
was di 
have | 
antago 
campa 
to ma 
kept t 
the tr 
to rep 
at the 
associ: 
Tt was 
with 1 
mano 
sentm 
wheth 
for th 
in Wa 


The | 
S 
Wick: 
coura: 
Victo: 
States 
This 

farms 
pean 
eggs | 
3,500 
are m 
on th 
correc 
direct 
half 
tion 


lea 
ity 


-— = oe me 


le i a ee. ee eS 


October 10, 1942 


supply of goods for civilian use, at current prices, and all 
jpdications point to a very much more drastic decline 
sill in civilian production, now tlgag the control over raw 
materials is being tightened up. The Secretary of the 
Treasury has already spoken of new tax proposals to be 
sent to ongress as soon as the present Tax Bill is passed. 
Mr Morgenthau mentioned a figure of “$6,000 millions or 
perhaps much more.” This is proof that the Administration 
js not content with what has been accomplished, and is 
thoroughly aware of the urgent need of siphoning off a 
larger proportion of the purchasing power already in 
existence. Support for a programme of forced savings has 
giso been growing, and further rationing measures appear 
imminent. if the President and his supporters are as 
firm over this part of the anti-inflation programme as they 
have been over the stabilisation of incomes, a great deal will 
have been accomplished to ward off the worst dangers. 
The reaction of the people to the Stabilisation Bill is proof 
that they are ready for more drastic measures, and this 
assurance should strengthen the President’s hand. 


American Notes 

FDR’s Travels 

Mr Roosevelt’s “ secret” 8,000 mile tour, in the course 
of which he was able to see for himself the progress of 
war production and judge the temper of the American 
people, has provoked an ill-natured, if short-lived, outburst 
of criticism. On the one hand are the critics of the press 
and radio, who were forced to agree to make no mention of 
the trip, and who were exasperated because only the repre- 
sentatives of three news agencies accompanied the President. 
On the other hand are those who, far from having wished 
for more publicity for the tour, are outraged at the Presi- 
dent taking what they consider an unfair political advantage 
so near to the elections. This feeling was further exacer- 
bated by the President’s strictures on certain newspapers 
and radio commentators, on Congress and even on some 
minor officials, and his statement that the country was far 
ahead of Washington in its determination to win the war. 
Mr Roosevelt’s inspection carried him to a Kaiser launch- 
ing on the Pacific coast, to Willow Run, to Army and Navy 
bases, training centres, supply depots, and embarkation 
points, and to war factories of every description. His satis- 
faction with war production and with morale was evident. 
Production, he said, was likely to reach 94 or 95 per cent 
of the goals set for the year ; women were proving their 
expertness in war factories ; the spirit of the people, particu- 
laly of the farming community, was all that could be 
desired. The secrecy which surrounded Mr Roosevelt’s tour 
was dictated primarily by security motives, but it may also 
have been argued that too much publicity would arouse 
antagonism on the score of turning the inspection into a 
campaign swing round the country. Every effort was taken 
to make the tour non-partisan and political contacts were 
kept to a minimum. It was unavoidable, of course, that 
the trip would provide an opportunity for Mr Roosevelt 
to reply to some of the criticism which has been directed 
at the management of war production, and for him to 
associate himself more directly with the country’s war effort. 
It was a sound political stroke for him to identify himself 
with the dislike of “ Washington” and its hesitations and 
manoeuvres. It is this which has aroused such bitter re- 
sentment in a few quarters. But it is highly doubtful 
whether the majority of Americans have much sympathy 
for the idea that the President should be a virtual prisoner 
in Washington. 


The Harvest 


_ Speaking at a Mississippi harvest thanksgiving, Mr 
Wickard, the Secretary of Agriculture, has given some en- 
couraging news about the success of the 1942 “ Food for 
Victory ” campaign and the determination of the United 
States to increase its shipments of food under Lend-Lease. 
This year there is “ more of nearly every product than our 
farms have ever produced ”—twice last year’s soya bean and 
peanut crops, a greater cotton yield, 70 million dozen more 
¢ggs than in 1941, nearly 1,000 million pounds more milk, 
3,500 million more bushels of corn than ever before. There 
are more hogs, more dairy and beef cattle, and more poultry 
on the farm than ever before. If Mr Wickard has been 
correctly reported, the success has not been equal in all 
directions. The increase in milk production is only about 
half that laid down in January as the goal, and produc- 
ton has been less than had been hoped ; these are the 
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the all-British overseas telegraph compan 
which operates the largest telegraph system 
in the world, with 300,000 miles of sub- 
marine cable and oversea wireless routes. 


(j This all-British undertaking carries the 
overseas telegraph traffic of the Empire at 
war, keeping the lines of communication 
open. 


(j Far-reaching developments undertaken 
in time of peace made it possible to 
meet the new and urgent needs of war 
and of the Fighting Services. These 
must always have priority. But there are 
other needs. News, public and personal, 
is vital to the morale of nations at war. 


({ ‘ Forces Telegrams’ were introduced 
for the Empire Forces overseas, and 
1,250,000 messages were carried at 
Christmas. The Empire Press rate was 
reduced to a penny a word, and Press 
news traffic is now nearly four times 
what it was in 1938. 


(j The strain of wartime traffic is very 
great. Cable and Wireless is now hand- 
ling more than one and a half million 
words a day in its unceasing service. 
With this, and the loss of its main Far 
Eastern routes, it is not always possible 
to give the same service as in peace 
time, but the Company and its Staff are 
doing all that is humanly possible. 
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results of the draining away of skilled farm labour by the 
draft, by volunteering and by the attractions of higher 
wages, particularly in New England and the Pacific States, 
where there has been a substantial decline in the numbers 
of farm labourers. The production of machinery has been 
cut, and farmers have had to exact more labour from their 
families, to accept unskilled labour—a particularly heavy 
blow in dairy farming—and to resort to pooling of mach- 
inery. Even so, in California, beet fields have had to be 
ploughed under for want of pickers ; 4 million pounds of 
sugar are said to have been lost daily. In Arizona, half the 
canteloupe crop spoiled in the fields, and 10,000 acres of 
alfalfa went to seed uncut. Mr Wickard pointed out that, 
in the year ended August Ist, 600,000 million pounds of 
food had been shipped abroad under Lend-Lease, and 
promised that shipments would increase even further: 


We are thankful for our opportunity to feed both the men 
of the United Nations who are fighting our battles and the 
men and women behind the lines who are backing the fighting 
men, Other needs for food are increasing, too. Our Army and 
Navy are growing steadily, We need more food for the people 
at home. They are working harder and longer than ever 
before, Also we must increase our reserves of food. 


Mr Wickard is not complacent about the prospects of future 
harvests. He warned: 

A single year could change our food position from abun- 
dance to scarcity. We must concentrate all our future efforts 
on production, processing, and distribution of foods that are 
absolutely necessary. 

Even the abundance of the present harvest will not assure 
the maintenance of pre-war American food standards if 
supplies to the United Nations and the American Forces 
are to be maintained. Already American civilians have been 
warned that their food habits must change ; there will be 
less meat, fewer eggs, less cheese ; and there will Have to be 
more use of pulses and starchy foods. 


* * * 


The Quality of Planes 


The quality of American aircraft has been the subject 
of long and acrimonious public discussion during the past 
month, and it has been under investigation both by com- 
mittees of the House and of the Senate. A dispatch from 
William Stoneman, correspondent of the Chicago Daily 
News in London, is typical of the complaints that have 
been made: 

It is one of the ironies of the war that American pilots 
are flying British Spitfires because American planes were 
not good enough for the job. It is gratifying that those who 
command our men understood the situation and discarded 
false pride in American fighters. 

The House military sub-committee has now submitted its 
report ; it finds that American aircraft are “more than a 
match for any that have been pitted against them,” and 
cites figures showing that, from February 1st to September: 
20th, American pilots on all fronts brought down 279 planes 
while losing only 114 to enemy pilots. Figures for the month 
ended September 4th showed an even more favourable 
balance. This report is not necessarily the final verdict. It 
does not allow for the varying conditions in which Ameri- 
can and enemy pilots fought or for the possible superiority 
of American pilots. Senator Truman said on September 
15th: 

Scarcely a week goes by without sOme prominent flier 
returning to this country and asking why we cannot give our 
boys better pursuit planes . . . Our boys have proved their 
superiority in inferior planes . . . The army should concentrate 
on the production of its best planes. 

One of the most vociferous critics, both of American 
fighters and bombers, has been Major Alexander de Sever- 
sky, who has had some sharp clashes with other experts over 
his characterisation of American fighters as “dismally back- 
ward” and his complaint that American Flying Fortresses 
and Liberators were less well suited than British bombers 
for night operations over Germany. Major de Seversky 
complains that American designers 
were forced by limited military minds to design planes for a 
3-mile ceiling when other nations were building them for 
§-mile ceilings. We were told not to use more than two guns 
and prevented from putting on adequate armour, 
He goes on: 


I fear that we shall continue to be also-rans in the race 
for aviation leadership until we bring tough realism to bear. 
We must recognise past errors and present shortcomings and 
stop this dangerous business of face-saving for firms and 
individuals. 


American aircraft have not been without their defenders 
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Mr E. V. Rickenbacker has stated that the United States j 
superior both in production and design, and Lieut-Gen 
Henry Arnold, who has warmly praised all American types, 
has been called to testify before Senator Truman’s Com. 
mittee. Senator Truman’s report will be received with jp. 
terest. He has proved himself a relentless seeker after the 
facts on all aspects of the war effort. 
* * 

Kaiser’s Cargoes 

Henry Kaiser has now received a contract for three 
experimental seven-engined fiying boats, each of 60-ton; 
capacity, to cost in all about $18 millions. The planes wij! 
be built at the plant of Howard Hughes, the flyer and de. 
signer, who has joined up with Kaiser to create what Time 
calls “the fabulous team.” The present contract is hardly 
what Mr Kaiser had hoped for, and many Americans yj} 
share his disappointment. His breath-taking proposal was to 
go into mass production of flying freighters at once, with- 
out waiting for samples or experiments. He was convinced 
that he could obtain the materials without interfering with 
the production of military aircraft, by means of sub-cop- 
tracting and the substitution of materials ; and the news- 
papers have backed him enthusiastically. Mr Kaiser was 
so convinced of the soundness of his scheme that he appar- 
ently used every publicity device to build up support for 
cargo planes, but the idea hardly needed a press-agent to 
commend itself to the American people. As was to be ex- 
pected, the War Production Board and the Services have 
been harder to convince. Other experts have estimated that 
it would take two or three years to put cargo planes into 
mass production ; they have questioned whether Mr Kaiser 
had the “know-how.” A WPB committee of aircraft men 
is said to have been disappointed to find that Kaiser had 
no engineers seriously at work on the problems involved, 
and that, instead of converting shipyards, he now advocates 
the construction of a Government-built plant for the pur- 
pose. Another facet of the case has been the injunction 
brought against a Kaiser company for evading the price 
control provisions by buying steel in less-than-carload lots, 
the method of obtaining “ black market ” steel made famous 
in the Higgins testimony. The reluctance of the War Pro- 
duction Board to give Mr Kaiser carte blanche at a time 
when it is desperately trying to economise on the use of 
scarce materials and to establish its control over their dis- 
tribution, is more than understandable. But the newspapers 
have conveyed the impression that Mr Kaiser was being 
given the runaround, and that timidity and undue conserva- 
tism in Washington, particularly on the part of the Services, 
were al] that stocd in his way. 


* * * 


Shorter Notes 


Senator Johnson has announced that a high official of the 
War Production Board has informed him that the board 
has decided to close all gold mines immediately. This is 
not equivalent to an official announcement, but appears 
likely to be true. For several months discussions have been 
proceeding as to the best way of providing more miners for 
essential metals like copper, and the most promising solu- 
tion advancéd has been the transfer of gold miners to more 
essential work. 


r 


New appoiatments to WPB include that of Ferdinand 
Eberstadt as vice-chairman, in charge of planning the flow 
of materials, and that of H. G. Batcheller as head of the 
iron and steel branch. The new vice-chairman’s position will 
be parallel to that of Mr Charles Wilson, recently appointed 
vice-chairman in charge of production. Mr Eberstadt for the 
past year has been chairman of the Army-Navy Munition 
Board, and has close relations with the Services ; it 1s 
thought that his appointment to WPB will increase co- 
operation between civilian and military controls. 

* 


With its issue of October sth, the Financial News pub- 
lished an informative supplement on the various aspects of 
America’s industrial mobilisation. Its scope is wide. There 
are articles dealing with the physical problem of the change- 
over from a peace to a war economy, as well as with its 
financial and social aspect. America’s immense reserve of 
productive capacity is brought out strikingly, as well as the 
difficulties in the way of achieving maximum output. Of 
particular interest at this moment is an article on the 
measures taken to siem the tide of inflation. 
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THE WORLD OVERSEAS 


Frustration in India 


(From a Calcutta Correspondent) 


August 31st (delayed) 


HE political weather in India deteriorated at a breathtak- 

ing pace in August. The principal events of the month 
were the meeting of the All-India Congress Committee and 
the adoption of the Working Committee’s resolution. The 
resolution introduced nothing new: the uncompromising 
tone was already foreshadowed in the previous Allahabad 
resolution of the Working Committee and in Mr Gandhi’s 
articles introducing the slogan “ Quit India,” matured from 
the earlier plea for a peaceful withdrawal. Government 
action was taken immediately. On the day following the 
adoption of the resolution entrusting the inauguration of 
the non-violent struggle to Mr Gandhi’s hands, the prin- 
cipal leaders were arrested. In the next two days, the 
Congress Committee and organisations were declared 
illegal. 

It is impossible to appreciate the point of view of the 
Indian nationalist without an understanding of his psycho- 
logical background. Political India appears to have no con- 
fidence in the good faith of British professions. The country, 
the Indian nationalist says, was not consulted before 
declaration of war and was “ dragged ” into it. In the face of 
Irish and Egyptian neutrality and the debates in South 
Africa on the merits of supporting Britain, the attempt to 
explain away this omission only made it more unconvinc- 
ing to him. When Britain went to war with Germany for 
the independence of Poland, nationalist India felt that charity 
might well have begun at home, and asked for a clarification 
of war aims. None was forthcoming. If Mr Churchill could 
offer France a union of the two countries, how about Britain 
and India, historically bound together by many ties for 
well nigh two centuries? There was unbounded sympathy 
for the victims of Axis aggression and a desire to help by 
strengthening the defence resources and war efforts of the 
country. The demand for more recruitment was met with a 
cold douche by the perpetuation of those interests, who 
near the end of the first year of the war fixed 100,000 as 
the utmost limit of army establishment it could ever be 
asked to equip, and considered nine aeroplanes with Indian 
pilots in the air an ambitious undertaking. The proposals 
to undertake shipbuilding and the manufacture of aero- 
planes and automobiles were pooh-poohed, despite the con- 
cern of the Eastern Group Supply Council. Again, the 
Adantic Charter promised political and economic freedom 
to the peoples of the world, and the hope of political India 
that here at least was a promise of deliverance was dashed 
to the ground by Mr Churchill’s announcement that it 


applied only to the victims of the Axis aggression, and that 
India was a domestic matter. 

The stalemate in good humour—the Congress and Moslem 
League not participating in the war effort and the Govern- 
ment tolerating their criticisms—could only last so long as 
the war was being fought far away from India’s frontiers. 
Pearl Harbour and the catastrophic sequel profoundly 
altered India’s conception of the war and its attitude toward 
it. The sudden collapse of India’s bastions of defence— 
Singapore, Malaya and Burma—and the loss, even tempor- 
arily, of the control of the Bay of Bengal exposed the coast 
line of the sub-Continent and the eastern land frontier to 
enemy attack. The fate of Malaya and Burma, the terrible 
stories of the mass evacuation from these places, with 
heavy loss of life and property, were too shocking to a gen- 
eration which had grown up with the idea that Pax Britan- 
nica could not cease to be. The growing fear that what 
overtook Burma might yet come to India was too over- 
whelming to the political leaders for them to stand aloof 
as disinterested spectators. The speeches of Pandit Nehru, 
after his release last year until April, reflected a new sense 
of responsibility and an ardent desire to galvanise the 
nation’s resistance to any threat to its security. The views 
of Mr C. Rajagopalachari, another leading Congressman in 
the Brains Trust of Mr Gandhi, whose sense of the im- 
pending peril was too keen to repudiate co-operation with 
Britain, have survived the “ disillusionment” of the Cripps 
Mission and even his membership of Congress. 


The Cripps Mission 


The Cripps Mission rightly attempted to canalise these 
ideas towards the furtherance of the war effort of India 
in collaboration with the United Nations. The understand- 
ing tone of the Parliamentary debates ; the considerate res- 
traint of Mr Churchill’s own statement ; the antecedents of 
Sir Stafford Cripps himself, and his previous utterances 
in sympathy with extreme Indian nationalists—even just 
before joining the Cabinet ; the air of mystery surrounding 
the proposals themselves ; and not least the American in- 
terest in a satisfactory solution of the Indian problem—all 
these helped to arouse considerable expectations. The pro- 
posals missed the bull’s eye because they did not allow 
for the fundamental factor which had profoundly affected 
the Congress attitude. The proposals related to post-war 
readjustments. It was the immediate problems which ob- 
sessed the leaders. The interim regime was to be the Vice- 
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roy’s affair, presumably modelled on the August proposals 
of 1940. To Congress, this seemed to be a mouse for a 
mountainous labour. That it was not alone in considering 
the proposals inadequate to meet the situation here and now 
is clear from the position of the other parties, which 
amounted to the same thing. 

It may be questioned whether Congress, which has been 
the most vocal, represents India at all. But the Moslem 
League, which claims to speak for a hundred million 
Moslems, has acted, surprisingly enough, not differently 
from Congress. After the Congress members had walked 
out of the Assembly because war aims were not clarified, 
the Moslem League members did the same, though for 
different reasons, because of the attitude of the Govern- 
ment concerning Moslem appointments on the railways. 
The policy of non-embarrassment precluded Congress from 
participating in the war effort ; the Mosiem League held 
aloof on other grounds. Again, Congress found the Cripps 
proposals inadequate; the League feared that Pakistan 
was not guaranteed and found the provisions against “ Hindu 
domination ” insufficient. The reasons offered may be any- 
thing ; the result is precisely the same. No other party has 
come forward and acted differently from Congress. The 
Working Committee of the Moslem League insists on a 
British guarantee for the status of Moslems now and for 
the future. The guarantee carries with it obligations and 
consequently responsibilities, from which the League would 
not relieve Great Britain. With remarkable astuteness the 
ex-Congress President, Mr Jinnah, has capitalised a slogan, 
constructed a party and contrived its solidarity by remain- 
ing in opposition. None of the predominantly Moslem 
provinces has gone over to the League in the sense in which 
seven provinces were controlled by the Congress High 
Command. Punjab is Unionist; the North-West Frontier 
Province, Congress; Sind, Coalitionist ; Bengal, after its 
memorable League Ministry, Coalitionist ; and Assam, once 
Congress, later and now again Coalitionist. Pakistan may 
be a rallying cry for dissidents, but it has not taken the 
League towards political power. 

In the absence of the positive co-operation of the prin- 
cipal parties, the present regime has done its best to broaden 
the base of its representative character, but without any 
clearly visualised objectives, policy or decisiveness. The 
present Indian Members, it is true, have a good record of 
public service before the recent past, but their hold on the 
country and appeal to the people are circumscribed. With 
probably one or two exceptions, they do not talk the 
language of the man-in-the-street. 

The other features in the Indian situation also do not 
make for a cheerful picture. The Legislatures of the major 
provinces, excepting two, have not met for three years, 
and the administration of these Provinces is now in the 
hands of their Governors and their advisers. The Central 
Legislature, of course, meets; but, without the presence 
of the two important parties, Congress and the Moslem 
League, constituting the largest membership, its proceed- 
ings have become unreal and stale. The remaining members, 
official and non-official, look bored and overworked, Mem- 
bers returned seven years ago are likely to be out of tune 
with their constituencies. 


Position of the Princes 


Indian India—the numerous States, the major few and 
the minor multitude—is not a passive spectator. Its co- 
operation in the present war effort is indeed substantial. 
The States are conscious of the implications of constitu- 
tional changes in British India and expect to have their 
future political interests properly safeguarded. The attitude 
adopted by Congress towards the States has not been 
friendly, and the Princes have grown apprehensive of the 
integrity of their States and their future status. The admin- 
istration of some of the States, it is true, leaves very much 
to be desired ; but there are others which compare very 
favourably with any Province in India. The extremist Con- 
gressmen of an earlier generation contrasted, with telling 
effect, the better economic conditions in the States with the 
general backwardness in British India. Now, the boot, 
according to Congress diagnosis, is on the other leg. The 
Princes are, therefore, as much the target of Congress criti- 
cism as the British Government itself. Clearly, the adminis- 
tration of the States should be made far more democratic ; 
nothing can be more unhelpful to the Princes than to 
consider the introduction of representative institutions as an 
‘nvasion of their own hereditary rights. 

As the Indian States stand outside the zone of present 
Indo-British differences, it is on British India that statesmen 
will have to concentrate to resolve the present impasse. 
The moment appears to be ripe for a supreme act of states- 
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manship. It will have to achieve the twin objectives of 
restarting the Provincial Governments now under the 
Governors and bringing a National Government at the 
centre into being. In framing a proper policy to induce 
these changes, it seems to be imperative that the Vicero 
should have immunity from interference and complete x 
sponsibility. The relations between the Secretary of State 
for India and the Indian administration have come under 
fire in recent months. If the India Office does not pretend 
to control policy, its right to further existence is question. 
able. On the other hand, its potentiality for mischief in 
Indian politics has been deemed so great that even so sober 
a politician as Sir Tej Badahur Sapru has said that “Mr 
Amery must go.” The suspicions of political India cap 
only be removed by a conduct of policy impeccable in jp. 
tegrity and aggressive in its appeal to the country’s vital 
interests. The announcement in Parliament that His 
Majesty’s Government do not propose insisting. on the “ ego. 
nomic safeguards” for British interests in India—a topic 
quite specifically written into the Government of India Act 
1935—would have had a reassuring effect, had it not been 
obscured by the drastic measures against Congress. Fear of 
present declarations being whittled down by convenient jn- 
terpretation later could be provided against during the 
interim regime. If, on questions of defence, His Maijesty’s 
Government have obligations to the United Nations, the 
latter could also make a joint declaration which might help to 
ease the tension. Above all, it should not be forgotten, par- 
ticularly in Britain, that India is keen on participating in the 
present struggle, and is feeling humiliated that it is not 
being allowed to do so with dignity. Any grant of responsi- 
bility for national defence is bound to be followed by an 
ever-increasing and frank dependence on British advice, 
assistance and co-operation. If the vicious circle of stale- 
mate to stalemate is to be broken, the country must fee! 
free to express its sympathies spontaneously and not in a 
manner prescribed or dictated from without. The principal 
political parties have turned to the path of negation 
with too much insistence. But when the national life of the 
sub-continent begins to pulsate with a new life, hope and 
vigour, the resources of 400 millions will, in a real sense, 
be at the back of the United Nations in their heroic struggle 
for the freedom of man. 


Industrial Developments 
in Portugal 


[FROM OUR LISBON CORRESPONDENT] 


September 12th 

DuRING the past two years, industrial expansion was general 
and profitable. Textiles, smallware, glass, paper, hardware, 
including cheap cutlery, sold well here and overseas at 
prices showing good profits, which nevertheless did not 
press unduly on local consumers. Technical direction is 
often foreign, frequently Central European refugees, but 
the capital and labour are Portuguese, and such business, 
though each transaction is individually small, has in the 
aggregate been most beneficial to the country and its 
colonial markets. ; 

Recently, plans of much greater scope have come to light, 
involving foreign capital and foreign direction. Permits 
have been given for the erection of three sulphate of 
ammonia plants, a tin-smelting and tinplate works and an 
installation for preparing dyestuffs. 

With the exception of one of the chemical plants, which 
is an expansion of existing production by a Portuguese 
company of old standing, French and Belgian capital and 
direction, German-controlled, are behind all these schemes. 
They are indeed believed to have formed a part of the 
Greater Europe industrial plan worked out by Germany 
shortly before the fall of France; and in marketing the 
output, not only Portugal but also Brazil and parts of 
North and West Africa were envisaged. Had the Axis won 
the war, these works might have been deemed profitable ; 
as things are to-day, even if war continues for a couple 
of years, their prospects are nebulous, while an earlier 
cessation of hostilities would mean a dead loss, since tin- 
plate, chemical products, including artificial manure, and 
dyestuffs, can be imported into Portugal far more cheaply 
than local production could provide. Nor does this take 
into consideration the fact that the volume of trade within 
Portugal itself is too small to give national industries of 
this nature a profit commensurate with the capital necessary 
and the risks involved in its employment. 
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Difficulties on the 
Danube 


[BY A CORRESPONDENT] 


On September 26th (page 390), an account was given of 
the food supplies of South-East Europe, in which it was 
sated that for the most part the 1942 harvests were below 
gerage. Another problem confronting the authorities is 
how to get control of what harvest there is—the “ battle of 
deliveries.” Even German sources admit a lack of “ diligence 
in delivery ” and the prevalence of private barter in the 
Danubian countries. To counteract this, new and extremely 
stringent regulations have been issued, particularly in 
Hungary. The quantities which producers are allowed to 
retain for consumption and as seed are laid down to the 
minutest detail. 


How far these regulations can be enforced, particularly 
on the small holdings, is another question. In Roumania, 
for instance, neither the new regulations, nor the special 
premia offered for quick delivery, have brought forth any 
response, and the Government had to abandon the control 
of maize, making its disposal entirely free. This complete 
reversal in policy may succeed in bringing to the market 
some of the hoarded supplies, but it is bound to drive the 
price of maize, the staple food of the poorer sections of the 
population, up to fancy figures. As for wheat, which 
remains controlled, the official price has just been raised by 
100 per cent after pressure from the producers. Such a rise 
in the basic commodities will bring down the whole price 
structure. 


Probably Germany did not, in any case, expect to receive 
large deliveries of bread grains ; last year, out of a medium 
harvest, Only about one-quarter of the pre-war surpluses 
could be exported and not all of this went to Germany. 
What it has been more eager to obtain are oilseeds, feeding 
stuffs and maize. According to present indications, little if 
anything will be available for export in any of these 
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products. Indeed, it appears that Germany has become 
reconciled to not receiving the original quotas of agricul- 
tural products, though not without exacting promises for 
increased deliveries of livestock instead. But these, too, 
appear more than doubtful, not only because of the 
serious inroads already made in the existing livestock, but 
because of the competing claims from the armies of the 
satellite countries fighting on Germany’s side. The weak- 
ness of the German position in obtaining supplies from 
Hungary, Roumania, Slovakia and Bulgaria lies in the fact 
that, since these countries are now Germany’s military 
allies, the nutritional needs of their armies, which are 
relatively much higher than those of the civilian popula- 
tion, cannot be disregarded, and some attention must be 
paid even to their home morale. 


The Strength of Weakness 


This results in the somewhat paradoxical situation that 
the weaker the internal position of the satellite Govern- 
ments.grows as a combined effect of the war and the food 
situation, the stronger their position becomes in face of 
German pressure. A firmer stand has already been shown 
when demands for additional military contingents were met 
only in part; and, more recently, in one or two countries 
but thinly disguised measures were taken against further 
German capital penetration and underhand purchases 
of foodstuffs by German agents. Anti-German feeling 
may even be used as an argument for staving of German 
claims. 

Meanwhile, the tension between Roumania and Hungary 
over the Vienna award is daily growing in intensity. 
Roumanian revisionism is now adopted by the Govern- 
ment as Official policy ; and Hungarian official reserve on 
the question has also vanished in recent declarations. As 
matters stand to-day, it is only German might that stands 
in the way of an armed clash, just as it is the hostility 
between them that enables Germany to press even its 
reduced demands, by playing off the two rivals against one 
another. The balance is’most precarious, and a weakening 
of Germany’s military strength or further internal strain 
may let loose the pent-up forces. 
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German Europe 


The Winter Programme 


T the beginning of the fourth winter of war, Germany’s 
conquests are greater than a year ago. More fertile 
land and more mineral resources are at the disposal of 
Germany’s European war economy. In the west of Europe 
and in Germany itself, however, the supply of foodstuffs, 
raw materials and manpower has fallen; the overall pro- 
duction of the south-eastern countries has also declined. 
If Germany could reduce fighting in the winter to small 
scale engagements, manpower might be freed to reconstruct 
some of the wrecked industries in occupied Russia. Con- 
centration in Germany itself of the most important in- 
dustries manufacturing for the war would then again increase 
the output of war material and of agricultural machinery for 
the occupied Russian provinces. The main problem would 
be organisation. Recent German propaganda has made these 
points clear. By collaboration and by compulsion, Germany 
will try to use continental Europe’s economic resources for 
a prolonged war, not only in Europe, but also in Africa 
and on the high seas. 

The question arises whether actual economic conditions 
on the continent, and particularly in Germany, make suc- 
cess in this plan probable. It is hardly likely that Germany 
can possibly succeed if forced to fight decisively large-scale 
military campaigns during the winter. A military stale- 
mate is necessary. Moreover, some degree of political 
stability in occupied countries, if only stability enforced 
by police measures, is equally necessary. During the spring 
and summer of 1942, Germany’s main economic preoccupa- 
tion was the final concentration of industry for war pur- 
poses and the replacement of called-up Germans by foreign 
workers. Every single business report and all the general 
economic surveys point to the fact that war output during 
the first six months of this year was at least maintained. 
But raw material supplies, especially coal, steel and other 
metals, already showed unmistakable signs of being strained 
to the utmost. Industries catering for essential civilian 
requirements were forcéd to release workers for the war 
industries, and their output fell correspondingly ; during 
the corresponding year in the last war, the quantity of 
civilian commodities available was incomparably greater 
than during 1942. At the same time, the general state of 
repair and replacements in all industries deteriorated con- 
siderably. 

The fact that Germany could draw on the industrial 
capacity of the whole Continent made it possible to main- 
tain actual war production. The exhaustion of German 
manpower and the wearing out of German industrial in- 
stallations were averted by withdrawing material resources, 
foodstuffs and manpower from the occupied countries. 
.During the coming winter, western and northern Europe 
will come very near to actual exhaustion ; and it will be- 
come very difficult to transfer more workers to Germany. 
The east is therefore the main reservoir for supplying 
Germany with labour. In numbers, the occupied Russian 
provinces can supply sufficient workers ; but each worker 
withdrawn from Russia diminishes the possibilities cf re- 
constructing agriculture and industry in occupied Russia. 
At the same time, the concentration of foreign workers in 
Germany may soon reach saturation point for technical, as 
well as political, reasons. Only the profound shock and 
demoralisation resulting from a complete collapse of the 
Soviet Union would change these conditions. 


x 


Belief in Organisation.—Nazis believe profoundly that 
all economic problems can be solved by organisation ; and, 
superficially, Germany’s economic successes have been 
achieved by novel methods of organisation. Actually, the 
,German war economy has been built up piecemeal on the 
basis of an old-established and highly developed economic 
system. The present’ reorganisation of war in- 
dustry, which has been coupled with the name 
of Minister Speer, has not been completed, and will 
probably never be completed. What is happening is that 
the economic administration, the Wehrmacht and the so- 
called self-governing economic organisations, the former 
industrial federations, are competing for the control of 
industry. The Reich Control Boards are being dissolved 
into Reich Co-operatives, or taken over by industrial 
federations. A great number of the remaining Reich Con- 


trol Boards have been concentrated. Minister Speer’s Com. 
mittees of Organisation are still not effective. The com. 
plete concentration of industry for war production has re. 
sulted in a mechanical indexing; factories are referreq 
to by index numbers ; raw materials are allocated by a 
system of cheques or points ; and the latest invention is the 
“order permit,” which means that manufacturers have to 
apply for a permit before taking an order. The system 
has lost its flexibility, and will become more rigid the 
more deficiencies grow. Rationalisation and standardisation 
have undoubtedly been successful. They have been carrieq 
to an almost unbelievable pitch in all sections of the 
war industries, as well as the civilian industries. Every 
day, German papers publish news of more reductions of 
the number of products and standards. Rationalisation has 
made possible the employment of large numbers of semij- 
and unskilled workers, and the process of reducing the 
number of skilled workers is still going on. 


x 


Collecting Stocks for the Winter.—A characteristic 
move in the preparation for winter was the collection of 
scrap iron during the summer months, which has now 
been extended to all non-ferrous metals. Inability to expand 
the output of coal, steel and non-ferrous metals was the 
cause ; and the seasonal pressure on communications to 
transport the harvest in the autumn months prompted the 
timing of the campaign for the summer months. Every- 
thing points thus to very careful preparations designed to 
ensure the full working of industry during the winter. 

Last winter, Germany’s military position and entire 
economy were seriously threatened by transport diffi- 
culties. Technically, that is to say, in the maintenance of 
permanent ways, locomotives and rolling stocks, there has 
been hardly any improvement. But the transport of 
materials has been cut down to an absolute minimum by 
a system of transport regions ; and the utilisation of exist- 
ing material has been greatly improved. The problem can 
again be simply stated. This winter, the transport system 
will work if there is no large-scale fighting in the east. 


* 


The Continental System.—Germany has not succeeded 
in building up a system of European collaboration, At first 
some of the countries were quite willing to collaborate. 
But German economic organisation did not work in the 
occupied countries ; and collaboration could obviously have 
been successful only if Germany had been able to replace 
the necessary minimum of raw materials formerly im- 
ported by the occupied countries from overseas. This was 
clearly beyond Germany’s capacity. Collaboration soon be- 
came a one-sided affair, consisting mainly of exports to 
Germany. 

The gradual change in industrial collaboration during the 
summer and autumn of last year became abrupt when 
Germany was forced to introduce complete concentration 
in the spring of 1942. This meant the concentration of 
Europe’s manufacturing industries in Germany. Instead of 
placing orders in foreign countries, Germany demanded 
foreign labour, At present, Germany is forced to control 
the labour forces in all European countries directly. It is 
no longer single workers that are being transferred to 
Germany, but whole groups are being moved, together with 
their managers and foremen. Germany’s gain is clearly the 
loss of output in the occupied countries. 

Another important obstacle to collaboration is the differ- 
ence in the control of prices in Germany and in occupied 
countries. The German system of control is constantly 
endangered by violent price movements in the occupied 
and dependent countries; and _ the _ stabilisation of 
Continental prices has not succeeded. In some of the 
occupied countries, the Germans themselves laid the condi- 
tions for a classical inflation—and they are now confronted 
with the task of stopping it. The pre-war economic rela- 
tions between European countries have been destroyed ; 
but Germany has not been able to build up new rela- 
tions to ensure stable international conditions. ‘The more 
Germany is forced in the interest of the war machine to 
concentrate Europe’s resources within the Reich, the more 
the exhaustion of the occupied countries grows. Gains of 
potential resources in the east cannot compensate for the 
losses in the west; and the losses in manpower on the 
battlefields and by starvation in occupied countries cannot 
be replaced. 
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THE BUSINESS WORLD 


The Future of Unit Trusts 


HE unit trust movement has been in a state of enforced 

hibernation for sixteen months. In May, 1941, an 
amendment to No. 6 of the Defence (Finance) Regulations, 
bringing units and sub-units within the category of securities 
to whose issue Treasury consent was required, was followed, 
within a couple of days, by a Parliamentary answer by the 
Chancellor specifically stating that the trusts would not be 
able, without the Treasury’s dispensation, to issue units and 
sub-units in excess of the number existing when the 
amended Regulation came into force. The new Order was 
criticised, at the time, on the ground that the loophole in the 
“closed” capital market, which the authorities were 
anxious to stop, was Lilliputian. Alternatively, it was 
argued that it was no loophole at all, because new units and 
sub-units were merely documents representing the counter- 
part of existing securities—including Government stocks. 
Be that as it may, the effect was to limit the wartime 
activities of the unit trust management groups to “ unwind- 
ing” the pre-existing issues or to a marrying es buying and 
selling orders. The movement is, in fact, “ticking over 
with all its mechanism intact. 

Has the unit trust movement any useful, specialised part 
to play in the re-creative period in Britain’s economic life 
when hostilities end? Are the organisation and methods 
of the movement, developed before the war, the best that 
could be devised for its task? It is evident that to the first 
question no confident answer can be given till much more 
is known of the lines which “ reconstruction” is likely to 
take. What is clear is that the unit trust movement will 
have to base its post-war claim to recognition and status 
on something wider than “sales appeal.” To some extent, 
the impartial Anderson Committee, in 1936, recognised 
the movement’s claim when it declared that the unit trust 
seemed, if properly conducted, to offer to the small investor 
facilities which he did not previously enjoy for acquiring 
a particular type of investment. But this official “ auditors’ 
certificate” carried three important qualifications. By im- 
plication, it suggested that the conduct of the movement’s 
affairs might, in certain circumstances, be open to criticism ; 
it limited the movement’s potential clientéle to the small 
investor and its article of business to “a particular type 
of investment.” 

From the movement’s viewpoint, the first of these quali- 
fications—the conduct of its affairs—is undoubtedly of 
greater immediate moment than the second and third, its 
customers and its commodity. Up to the outbreak of war, 
the movement had not fully succeeded, either jn laying 
down a completely satisfactory code of good professional 
conduct or in securing the adhesion of all its members to 
a completely representative and disciplinary body for en- 
forcing its canons. It was still in the fiercely competitive 
stage of development, typified by attempts to cut prices at 
the expense of the quality of the merchandise. Happily, 
such attempts were becoming rarer. Some of the strongest 
groups had held aloof from them from the outset. But even 
a small minority of unscrupulous vendors can bring a 
market into disrepute. The movement might be well 
advised to use its present period of suspended activity as 
an opportunity to call its practitioners together, with a 
view to forming a new and really comprehensive association 
with a body of rules to which, on some future “ appointed 
day,” national sanction can be given. The appropriate 
Procedure would be by way of legislative amendment of 
the provisions which, under the Prevention of Fraud 
(Investments) Act, are already on the statute book, but 
await official action before coming into force. It would seem 
to be essential that any such legislation should avoid all 
taint of monopoly. Membership of the all-embracing and 
all-powerful association would presumably be open to all 
comers of minimum financial status, but would be revocable 
immediately any one of the association’s rules of conduct 
were broken. 


With an organisation, the second and third of the 
Anderson Committee’s reservations need not necessarily be 
a bar to the movement’s claim to a useful function in the 
post-war scheme of things. Whether post-war industry is 
to be organised predominantly under private enterprise or, 
in part, under public control, and whether ownership of 
the means of production is to be mainly public or private, 
new capital for industry will have continually to be pro- 
vided. And present tendencies emphasise rather than 
diminish the part which the small investor will need to play 
in providing it, The “type of security ” in which the unit 
trust movement specialises is particularly well suited to the 
small investor’s requirements, because it provides for a 
spreading of industrial risks, and for ready exchange either 
way—cash into securities or securities into cash. It is very 
far from apparent, however, that any great progress has 
been made with the problem of reducing the cost of sale 
and transfer on small sums. 

The eight years between the establishment of the first 
British unit trust and the outbreak of war were probably 
too short a period for any final judgment on the value of 
the movement’s permanent contribution to capital market 
technique. Almost all its principles had been pioneered 
earlier in one form or another. The investment trusts, since 
the ’70’s and °80’s, had developed the spreading of risks 
in a marked way. But their stocks had never been readily 
available to the really small investor and, for reasons largely 
historical, their portfolios held a considerable propor- 
tion of foreign investments. The principle of re-encashment 
was characteristic of practically all agencies which had 
successfully appealed to small savers long before the unit 
trusts entered the field—co-operative societies, building 
societies, savings banks and the Government itself by way 
of the National Savings Certificate. The National Savings 
Committee in the last war had shown how vigorous and 
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purposeful advertising campaign could create and maintain 
the investor’s demand for a particular type of security. 
Clarence Hatry, of unhappy memory, had re-emphasised 
that conclusion in connection with Home Corporation 
stocks. The peculiar merit of the unit trust movement was 
that it fused all these elements in a particularly convenient 
and effective way. Its success in tapping resources not very 
far short of £100,000,000 showed that, though the price for 
providing the small investor with these facilities might be 
heavy—probably unduly heavy, for “loading charges” 
certainly represented no inconsiderable overhead—the small 
investor was willing to pay because they were precisely 
the facilities he wanted. The unit trusts proceeded to apply 
that lesson to the wares of the Stock Exchange as a whole 
and to risk-bearing capital—the equity share—in particular. 

It would seem, therefore, that there will be a useful field 
after the war for the “ particular type of investment ” which 
the unit trust movement provided. Whether the movement 
itself should continue to be the agency for providing it is 
a question which turns partly on considerations of public 
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policy and partly, perhaps, on the extent to which the 
movement succeeds in living up to its best ideals, Its chief 
problem is, fundamentally, the same as faces many other 
sections of the community. How can it (in Prevailing 
terminology) best reconcile the “profit motive” and the 
“service motive”? Stress on salesmanship initially led the 
movement into an attempt to popularise the “fixed” 

of portfolio and later to appeal to the spurious concept of 
high yields. The latter tendency, particularly, was objection. 
able not because high yields in themselves were wrong— 
the purchase of high yielding stocks, which may be jp. 
trinsically sound but have failed to attract their due shar 
of market attention, is merely a specialised branch of long. 
term investment—but because the effort to secure ap 
additional 1 per cent led to adulteration of portfolios with 
assets of a wasting type. 

All in all, there is a great deal the movement could do 
by way of setting its house in order, and it will be definitely 
disappointing if it fails to use the opportunity which present 
conditions provide for beginning the task. 


Finance and Banking 


Still More Currency 


With the September making-up safely out of the way, 
and with the early-October Government distributions to 
add their small quota to the flow of credit entering the 
market, conditions have been exceptionally easy in the 
money market this week. The discount market obtained a 
33 per cent allotment at last week’s tender for Treasury 
bills, and has not been a particularly keen seller to the 
banks. In consequence of this and of the abundance of 
money, the banks’ appetite for bills has not been altogether 
satisfied. The position in this respect should improve next 
week, when the market will have had £80,000,000 of 
Treasury bills to apply for. The syndicate’s aggregate quota 
will be automatically adjusted to the higher total of bills 
on offer, and though the proportionate allotments may show 
little change, it may be assumed that the amount of 
Treasury bills to be canalised through the discount market 
will increase appreciably as long as the new figure of bills 
on offer remains effective. The abundance of credit this 
week is all the more striking in view of the heavy TDR 
payments which the banks have been called upon to make. 
New payments totalled {£50,000,000, against which there 
were nominal maturities of £20,000,000. The Bank of 
England return reveals another factor which must have 
appreciably narrowed the volume of bank cash, namely, 
a further expansion of £5,213,000 in the note circulation. 
The increase in this item goes against all seasonal trends, 
and has again acquired exceptional vigour. One explanatory 
factor in the movement is the increase in the well-paid 
American army now garrisoned in this country. The 
further efflux of notes was, however, more than offset in 
its impact on the credit situation by an increase of 
£7,570,000 in the Bank’s holding of Government securities. 
In addition, public deposits were allowed to run down by 
£4,494,000 to £5,769,000—the lowest point reached since 
October 15, 1913. The total of bankers’ deposits was thus 
increased by £2,534,000 to a level of £138,244,000, which 
helps to explain the exceptional ease of credit during the 
week. 


* * * 


Increased Treasury Bill Offer 


The total of Treasury bills available for tender has this 
week been increased from £75.000,000 to £80,000,000. Since 
the beginning of the war the weekly offerings of Treasury 
bills have risen from £50,000,000 to £80,000,000. They 
have done so in steps of £5,000,000 each, whose incidence 
has been largely divorced from what was known before the 
war as the normal seasonal variation in the Treasury bill 
issue. This rigidity of the tender Treasury bill issue has been 
possible because Treasury deposit receipts have now become 
the truly elastic element in the floating debt. Each increase 
in the weekly offering of Treasury bills has up to now been 
dictated by the need to protect the discount market and 
the banks, whose Treasury bill needs are satisfied through 
the market, from the competition of official bidding for 
bills at the weekly tenders. For a time, much of this official 


bidding for bills came from central banks in the sterling 
area, but for over a year this particular demand for bills 
has in large measure been satisfied by issues of bills through 
the tap. In any case, there would appear to be little call 
for more lenient treatment of the discount market in view 
of the result of recent tenders, at which the market syndicate 
has obtained comparatively liberal allotments of bills, In 
addition, it is doubtful whether the official demand for 
Treasury bills at the weekly tender is still increasing, It is 
probable, therefore, that some other reason must be found 
for the decision to raise the offer of Treasury bills from 
£75,000,000 to £80,000,000. A possible explanation is that 
the bills to be tendered for in the next three months will 
be those maturing in the final quarter of the financial year, 
when heavy tax payments will be draining the banks’ 
resources and when, therefore, they will be glad to hold a 
considerable volume of maturities. In the early months of 
this year, a veritable bill famine developed and the clearing 
banks’ discounts fell to the abnormally low figure of 
£111,000,000 in February. The fact is that, in meeting a 
drain such as that occasioned by heavy tax payments, bills 
are a much more effective instrument of adjustment than 
TDRs, which can only be pre-encashed against subscrip- 
tions to new Government loans. It may well be, therefore, 
that the latest increase in the Treasury bill offering is merely 
intended to be temporary and to put into the hands of the 
banks a larger volume of January, February and March 
maturities against the heavy drain of cash to which they 
will be subjected in those months. 


* * * 


British Participation in the BIS 


Parliament and the financial press have been resounding 
with a campaign whose object is to sever British partici- 
pation in the Bank for International Settlements. The 
immediate occasion for the attack was the publication of 
the BIS report for 1941-42, a document which is not yet dis- 
tributed in this country, but which appears to have received 
some favourable commen: in the German press. To some, 
this fact alone is sufficient condemnation, both of the report 
and of the institution under whose authority it was 
published. The basis of attack has, however, broadened well 
beyond the rnere fact of Axis approval of the latest report. 
It has been suggested that, since the Axis now controls a 
majority of the capital of the BIS, that institution can 
only be regarded as an agent of the enemy powers. Further, 
it has been suggested that any contact with the enemy, 
however indirect, should be avoided, and that the best way 
of shunning the contagion in this instance is to sever 
the British link with the BIS. Sir Kingsley Wood, who 
answered several questions on this subject in the House 
of Commons, had little difficulty in disposing of the 
critics. He pointed out that the President of the BIS 
is an American and that its conduct, which is guided by 
a strict policy of neutrality, is entirely in his hands. The 
latest report was prepared under his authority and without 
any collaboration with London or any of the belligerent 
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ers. No transactions have taken place since the war 
between the Bank of England and enemy central banks 
foeming part of the BIS. The only British subjects on the 

at Basle are in suocrdinate pesitions and have nothing 
to do with the management or policy of the bank. On the 
other hand, this country has substantial interests and rights 
ia the BIS under international trust agreements between 
the participating Governments, and it would not be in the 
ggtional interest to sever the British connection with the 
jgnk and thus endanger these rights. Quite apart from these 
gatements of fact, there is the promise which the BIS 
yolds of providing after the war the germ of an inter- 
gtional organisation which may yet fulfil the wider dreams 
of those who founded the bank. No danger is being incurred 
ad no damage done by maintaining this structure alive, 
however little it may be called upon to accomplish for the 
rest of the war. 


* * * 


Rater the Cruzeiro 


The lLrazilian Government have staged their entry 
isto war finances with a remarkable show of purposeful 
activity. In order to help the ecogomic mobilisation an 
eight-day inoratorium was decreed to begin on Sep- 
tember 29th. Between then and Wednesday of this week, 
banks in Brazil were only open for cashing of cheques for 
wages and other urgent payments. By the time the banks 
were reopened details of the Government’s financial plans 
had been issued. They involve an immediate issue of War 
Bonds to a total of about £37,500,000, an authorisation to 
increase the issue of paper currency, the setting up of a 
new monetary unit of account, the “ cruzeiro,” and finally 
an announcement that the entire note issue is to be with- 
drawn at some as yet unspecified date and replaced by new 
notes—presumably expressed in terms of the new monetary 
unit, The cruzeiro is to be the equivalent of the milreis 
and will be divided into 100 centavos. Its creation had been 
foreshadowed by legislation passed before the revolution 
of 1930 but kept in cold storage ever since. The new system 
will avoid the inconveniences of having to divide an already 
modest unit of account inte one thousand reis. The 
exchange value of the cruzeiro should equal that of the 
milreis, which is quoted at 84.63 to the £. The trend 
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of the monetary circulation in Brazil has been sharply 
upward since the war. It amounted to 8,002,248 contos of 
reis on July 31st last, against 4,787,500 contos on July 31st, 
1939. The gold reserve over the same period has risen from 
586,531 Contos to 1,504,682 contos. The improvement in the 
gold and exchange reserve has been continuing, as was 
recently indicated by the addition of the free milreis to 
the list of specified currencies designated by British Defence 
(Finance) Regulations, 


* * * 


Rupee Coinage Order 


Some measure of the rapidity with which the conversion 
of silver rupee coinage from the old fineness of 916/1,000 
to the new §00/1,000 figure is proceeding has been pro- 
vided by the order that all George V and VI standard 
silver rupees will cease to be legal tender from May 1, 1943. 
By then, it is hoped that the whole rupee coinage will 
consist of coins of the new fineness. The conversion has 
been a very considerable undertaking, but it may be 
assumed that the rapidity with which it is being effected is 
in part due to the disappearance of the higher fineness 
coins into small hoards. The big hoarder will naturally 
buy silver bars, since their price in India has not yet 
reached the coinage parity. But to small hoarders, the 
attraction of the full weight rupee coin must have proved 
considerable. The saving of silver to the Government 
resulting from the recoinage operation has thus been rather 
smaller than it would have been but for the disappearance 
of 916 coins from circulation. These coins have gone into 
hoards and have had to be replaced by new coins. The 
order removing legal tender attribute from the full weight 
coin may, however, induc: a number of them to emerge 
from hoards before May 1st next. The decision to recoin 
was taken in 1940 and has been amply justified by events. 
At no time has the world price of silver approached the 
former rupee coinage parity, but the trend has undoubtedly 
been in that direction, and the recent move of the US 
Treasury in raising its price for imported metal has 
reinforced the wisdom of the Indian Government’s pre- 
cautionary move. 


Investment 


Speculative Buying 

This week started well with a record number of 
bargains received of 6,440, an advance of 14 per cent above 
the highest achieved until then, namely, on the preceding 
Monday. Although Tuesday’s total was lower at 6,136, it 
was even more striking, for it is less than § per cent lower 
than that of the previous day, whereas the experience 
of the past 15 weeks suggests a drop of almost 1§ per cent 
between the first and second working days. Although 
virtually all equities, and possibly some industrial prefer- 
ence and debenture stocks, shared in the expansion in 
business, the principal cause of it was something approach- 
ing boom conditions in home railways, which showed 
signs of a “ boil over ” on Tuesday, but with scarcely any 
falling off in business. A more restricted expansion in 
business in oil shares, and mines, goes to support the view 
that interest in the markets is both widening and becom- 
ing more speculative. The eighty—or is it one hundred?— 
days given to Germany to achieve preparation for victory 
next year, are almost exhausted, and it is not impossible 
that some people are gambling on a definite turn for the 
better in the war news. If this is so, and if the buying of 
this sort spreads, it is far from improbable that the funda- 
mentally strong undertone of the markets, based on the 
Perpetual shortage of stock, will be changed to an under- 
lying weakness. This would mean that bad news would 
cause a severe shakeout. Until quite recently, however, there 
has been no evidence that the buying was of this character, 
and at present the undertone is strong. More than one 
broker’s circular of recent preparation has shown a slight 
Preference for investment in equities, and has taken it for 
ranted that there will be temporary peak in these before 
the conclusion of hostilities. This may be sound, but the 
recent rise has been rather indiscriminate. The equities 
Which offer the best hope of a reasonably early increase in 
Profit are those of companies required to work full time in 


| War, but which can be converted readily to peacetime re- 


quirements. Those which have hitherto been regarded as 
post-war recovery stocks have probably further sacrifices 
immediately ahead, and in some cases their adjustments 
may be such as to defer, for some time after the end of the 
war, return to normal production. 


+ * * 


Sharp Fall in Yields 
The full figures of The Actuaries’ Investment Index 


make possible a rather more detailed stocktaking of last 
month’s movements in the market. Although the amount of 
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Industrials 
(All Classes) (159)... 58.4 58.8 63.5 65.8 5.25 4.95 4.83 


rise varies widely, every section shows improvement, except 
electric supply, which suffered a modest decline for the 
fourth month in succession. The reason for this is clearly 
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fuel rationing, coupled with the decreased margin between 
costs and charges. These shares were little affected by the 
blitz. Gas stocks, which suffered severely, are still recover- 
ing, but their index is 25 per cent below that for electric 
supply. The largest rises on the month are in home rails, 
aircraft, oils and insurance shares. The advance has, in 
general, been accompanied by a fall in yields, which brings 
the aggregate index down to 4.83, the lowest since mid- 
November, 1937, except for a momentary low of 4.81 in 
the middle of the following January. Meanwhile, the price 
index is at its highest since mid-March, 1939. If one goes 
back to November, 1937, the price index, for a rather 
different selection of shares, was 74.9. The only sections in 
the industrial lists to show rises compared with that date are 
electrical manufacturing and cotton—both very small—and 
shipping—up by over 25 per cent. Against these movements, 
price changes in the fixed interest sections on the month 
are very slight—except in the case of preferences of the 
distributive trades, presumably railways, they scarcely affect 
yields. If there is amy trend, debentures have caught 
up on gilt-edged, and preference shares on _ both. 
All this fits into the picture of a swing from safety, as 
reflected in a steady yield, to hopes of capital appreciation, 
and, in due course, of higher dividends, dictated by the 
continued rise in all uncontrolled prices, of which the rise 
in equities is itself a part. 


* * * 


An Index of Activity 

The new system of recording bargains has been in 
operation for some 3} months, and supplies, day by day, 
a great deal of material about one aspect of stock market 
activity, namely, the actual number of transactions involved. 
It is true that the marking of bargains is not obligatory, but 
it is believed that the record covers some 90 per cent of 
the total, and, if that percentage is virtually constant and 
evenly distributed, the exclusion of 10 per cent may be of 
no great moment. For detailed study, the official figures are 
excellent, so far as they go, but for a genéral conspectus 
they are rather indigestible, and The Financial News is to 
be complimented on undertaking the task of reducing them 
to a more generalised form. This has been affected by pro- 
ducing a five-day moving average of four principal sections 
as well as the total. The four sections are the funds, all 
railways, including preference and debentures, industrials 
in general, and mines. These are probably as good a choice 
as is available, and they present a considerable diversity of 
movement over the short period so far covered by the new 
system. The choice of a five-day average means that the 
index is essentially devoted to showing daily movements in 
activity, corrected for the purely adventitious factors, that 
Monday usually reflects some week-end accumulation, and 
anticipation, which brings down the Tuesday total, while 
Friday tends to be swollen by closing operations. The 
index suffers, inevitably, from two weaknesses which are 
inherent in the manner of presenting the original figures. 
First, they give no indication of the volume of money 
turnover ; and, secondly, they fail completely, in most 
sections, to effect any separation between business in fixed 
interest stocks and those in equities. Possibly, when labour 
is less scarce, these defects may be remedied. Meanwhile, 
the new method of giving reliable figures by sections is a 
great advance on the old, and the new indices of The 
Financial News constitute a convenient summary of move- 
ments which should be of great value to all students of 
the subject. 


* * * 


An Interesting Conversion 


The offer of conversion which Leeds and Wakefield 
Breweries are making to holders of all three classes of 
debenture stock has a number of points of interest. So far 
as holders of 6 per cent and 4} per cent stocks are con- 
cerned, the offer is straightforward. They are to be repaid 
at 1014, in the terms of the original issues, and may take an 
equal amount of the new stock. The original character of 
the offer lies in the attempt to convert the 4 per cent 
irredeemable stock into the new issue, and so to effect a 
consolidation of all debenture issues and permit the com- 
pany to repay the whole, should the time come when that 
policy seems profitable. Further, it appears that the holders 
of irredeemable stock may surrender them for cash, but in 
this case the payment will be at par. Holders of irredeem- 
able stock who convert will receive the premium of 1} per 
cent. Further, the new stock is repayable at a premium of 
2 per cent, and, so far as can be judged, there is no sacrihic. 
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of cover or security in the conversion. A redeemable stock 
would offer more protection to capital than an irredeemabj 
one, in the event of a rise in the rate of interest. From this 
point of view, however, the new issue is far from ideal, 
It has a maximum life of 47 years, and during 42 of them 
the borrower has the right to repay the issue, in whole or in 
part, at 102 per cent. Thus, if the rate of interest falls. he 
will certainly be repaid, and if it rises he will have to wait 
until 1989. For many investors, this very long option to the 
borrower will remove much of the attraction the security 
might otherwise possess. 


* * * 
Brick Trade Prospects 


The accounts of Eastwoods for the year to March 31st 
show a fairly heavy fall in gross earnings, but all charges 
against them, and in particular provision for doubtful debt: 
are reduced, and the change in distributable profits js slight. 
Eastwoods, although not the largest, are probably represen- 
tative of manufacturers in the Flettons side of the industry 
and for this reason the comments of the chairman, $j; 
Horace Boot, member of the National Brick Advisory 
Council, will be read with increased interest. The outlook js 
clearly dependent almost entirely on Government work 
The general impression is that the demand will be syb- 
stantial, but Sir Horace knows of no clear indication of 
what is expected of the industry, and is in some doubt as 
to the adequacy of the labour force, even for wartime 
requirements. The industry has the benefit of the Essentia! 
Work Order, and the second report of the Simmonds Com- 
mittee provides for a pool of labour from factories compul- 
sorily closed, but this labour is filtering away into other 
industries. There exists a very substantial stock of bricks. 
and these will presumably suffice for a considerable period. 
It is, however, necessary to see to it that the experiences o} 
coal and cotton are not repeated in building materials 
It is far better, in cases where the accumulation of stocks js 
feasible, to retain the necessary labour to secure an adequate 
stock, rather than that the problem of bringing men back 
should arise. Sir Horace’s chief criticism of the existing 
set-up appears to be that insufficient use is made of the 
Flettons side of the trade, which, he maintains, is economica! 
in the use of both fuel and manpower. He has, however, no 
doubt that, when control passes, or is relaxed, the Flettons 
companies will be able to take up the first shock of increased 
demand. The balance sheet of the company suggests that. 
financially at any rate, it is well equipped for this purpose 
Meanwhile, some of the factories have been diverted « 
other war work, and surface acreages are let as farming 
land at rents which prove a valuable source of revenue 
There will also be some financial relief in a rise in prices. 
but there is no chance that overheads will fall much with 
declining production, The point is stressed that many of the 
arrangements have meant the waiving of sectional interests 
for the national good, but on any reading of the statement 
the outlook appears not unfavourable in any but the quite 


short run. 
* * * 


A Curious Offer 
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Early this week, a cable was received from New York, 


apparently from the president of the company, stating that 
a New York firm, in possession of a list of British holders 
in Oriental Consolidated Mining, would shortly make an 
offer to purchase all British holdings in the company. In 
July, 1939, an offer to purchase the Japanese properties of 
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the company was made, and eventually accepted, and in | 


November of that year the company was placed in volun- 
tary liquidation. Under the liquidation, two dividends ot! 
$5 and $4 have been received, in December, 1939, and 
December, 1941, respectively. Information about the exact 
position is difficult to obtain on this side, but it is under- 
stood that a composition was reached with Japan, as to 
certain assets held in local currency, just before the entry 
of Japan into the war. The capital stock of $10 is quoted 
here at 35s. per unit, so that a considerable value is evidently 
attached to the proceeds of the composition, mentioned 
above, and to any other remaining assets. Holders on this 
side will be most unwise to consider any offer until they 
have been fully informed about their expectations in the 
immediate future. This is a particularly complex example 
of the general principle that the proprietors of a business 
are entitled to full information as to their property, and tha! 
they are entitled to it in advance of all others. When that 
information has been fully disclosed, it is perhaps in the 
national interest that the holdings should pass to the USA, 


but holders ought not to be expected to part with their 
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perty without knowing its value. There is a growing 
jabit in this country of making offers, of one sort or 
ynother, between the close of a financial year and the pub- 
jjcation of accounts, and this sort of thing cannot be 
| gyfficiently discouraged. 


x * = 


(elanese Preference Scheme 
The liability of British Celanese for EPT having been 
approximately determined, the directors are now able to 
t forward a scheme for dealing with the arrears ol 
| qymulative dividend on the 7 per cent: second preference 
gpital of the company. The dividend is in arrears since 
October 30, 1931, and it is proposed to cover payments up 
to April 30th last ; that is to say, for 10} years, equivalent 
0 783 per cent gross on the capital, ignoring interest on 
yments in arrears. Holders are offered, apparently in full 
gtisfaction of their rights, 4 per cent funding certificates 
‘othe amount of 40 per cent net on their capital. ‘That is 
| « say, they are offered a payment, which may be in- 
| definitely deferred, of rather over half the gross amount 
| gow due to them, and interest on this sum at 4 per cent 
cumulative, so far as the company is able to earn it. A 
weakness of the only statement so far available is that it 
does not make clear what priority this interest payment 
enjoys. It is stated to be “dependent on profits,” an 
ambiguous expression, and it is stated that on liquidation 
| the funding certificates rank for capital, arrears of interest 
| ada premium of 5 per cent after satisfaction of the claims 
a the first preference shareholders. It seems, therefore, 
that the normal interest charge ranks in the same priority, 
hut the ambiguity of the expression “ dependent on profits” 
remains. Redemption of the funding certificates may be 
effected out of 25 per cent of profits remaining after the 
scond preference dividend has been met, and in any year 
when an ordinary dividend is paid, a sum equal to 25 per 
cent of the dividend must be applied to redemption of the 
certificates. The price is to be not more than 21s. per certi- 
| ficate. When it is considered that the holders of the second 
| preference have been without dividends for a decade during 
which the rate of income tax was relatively low, it is hard 
enough that they should be paid off when it is high. If 
they were paid in cash, they would receive a trifle less than 
is now offered in certificates, but to be offered only certifi- 
cates is adding insult to injury. It will be recalled that the 
revised scheme of Fine Cotton Spinners provided for pay- 
| ment of net arrears, half in cash and half in stock. If British 
| Celanese cannot find the cash, then the second preference 
| holders are entitled to demand some other compensation, 
and it is to be hoped they will do so. In announcing the 
| scheme, the board also say that they are abandoning certain 
| provisions, and had this policy been adopted a year ago 
| the second preference dividend would have been fully 
| covered. For 1941-42 pre-tax earnings are greatly increased, 


| 
| 


from £487,257 to £1,270,000 before audit; there are also 
atge accumulations of liquid assets, If, nevertheless, cash 
| ‘snot available, there remains the possibility of the transfer 
| ofafurther slice of the equity. It may be well to await full 
details before prescribing a solution, but in any case the 
scheme, as it stands, is unacceptable to the second prefer- 
ence holder as such. 


' 7 
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| Anglo-Egyptian Oil 


The full accounts of Anglo-Egyptian Oil for 1941 do 
not, unfortunately, reveal gross earnings from sales of oil 
} and valuation of stocks, which rose by more thaa 
| £1,000,000 to £2,248,232 in 1940. Profits, after trading 
xpenses and taxation, amounted to £448,992 against 
£418,985 for 1940. Charges are, however, heavier, depreci- 

ation requiring £175,607 against £155,651, and explora- 
Won reserve £22,951 against nil. Consequently, earnings 
lor dividends are reduced from £236,254 to £218,229, 
; *nd the payment on the “B” shares, which is maintained 
at 12} per cent, is underearned by 0.9 per cent. There is a 
consequent draft on the carry forward of £15,271, reduc- 
ing it to £128,732. The main change in the balance-sheet 
is the jump in creditors and tax reserve of nearly £900,000 
‘0 £2,579,179. The rise in debtors is more moderate, from 
£956,887 to £1,543,778, and the former increase finances 
the accumulation of stocks of materials, which have risen 
‘tom £797,641 to £1,041,234. Cash items show an increase 
iN gilt-edged investments from £02,853 to £293,151 and a 
decline in bank holdings from £401,520 to £206,184. As 
the chairman, Sir Robert Waley Cohen, points out 
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a decline ‘n net liquid assets, excluding material stocks, of 
£221,000, making a fall of some £660,000 over the past 
two years. The failure to include stocks of material in the 
calculation is, of course, due to the fact that they are in- 
tended for productive use and not for sale. The concern 
is clearly buying against the possibility of future shortage 
and the setback to liquid assets will no doubt even itself 
out over the next few years, The past year, and the current 
period, must be assumed to be times of exceptional activity, 
and it is most probable that the gross figure, were it 
revealed, would show a further considerable expansion. 
In present conditions of trading and taxation, increased 
turnover will, however, bring little benefit to the “B” 
shareholder. The yield, at the current price of 58s. 9d. 
ex dividend, amounts to £4 5s. per cent. 


*x * o 


Ransome and Marles Profits 


The full accounts of Ransome and Maries Bearing 
Company show a modest rise in disclosed profits, after tax 
but before depreciation, from £183,729 to £184,713 for the 
year to June 30th last. There is a more substantial improve- 
ment in equity earnings from £73,295 to £100,567, thanks to 
a number of reductions in charges. Thus, depreciation 
absorbs £63,579 against £68,734; war damage £15,867 
against £27,000, while there is no liability for additional tax 
against £10,000 in the previous year. The ordinary dividend, 
maintained at 20 per cent, is covered by a rate of 28.7 per 
cent, whereas in 1940-41 it was underearned by 0.4 per cent. 
The surplus goes to provide £30,000 against nil for contin- 
gencies, and to raise the carry forward from £76,305 to 
£76,872. The chairman, Sir Albert Bennett, indicates that 
these results are considerably better than could have been 
foreseen earlier in the year. The concern has clearly been 
very fully employed, and the expansion in debtors from 
£385,035 to £496,150 and in stocks from £552,161 to 
£696,738 in the balance sheet have been financed mainly by 
a bank overdraft of £127,561, and a fall in cash from 
£100,000 to negligible proportions. The rise in creditors is 
only some £9,000 to £193,443. There is, none the less, an 
increase in net liquid assets from £566,945 to £632,205. 
The reserve position is strong, the total of reserves and free 
surplus amounting to £577,372 after the latest transfer. In 
view of the possible hardship to investors the board have 
decided to continue interim payments, but it must be under- 
stood that no conclusions as to the results of the whole year 
must be built upon them in times such as these. The £1 
ordinary stock at 71s. 3d. ex dividend yields £5 2s. 3d. per 
cent. 


+ * * 


Beecham Maclean Holdings 


Beecham Maclean Holdings, the company controlled 
by Beechams Pills, which owns the ordinary shares of 
Macleans, Limited, and other manufacturing companies, 
has, in contrast with the Beecham side of the group, 
sufiered a severe drop in income from £502,144 to £304,923 
in the year to June 30th last. The setback is due primarily 
to the imposition of quota restrictions on sales of the 
products of two subsidiaries, and the directors report a 
possibility that these restrictions may be lifted. Income 
has also suffered in that one of the subsidiaries has been 
charged with EPT formerly borne by the paretn, Beechams 
Pills. In view of a decline in income-tax liability from 
£248,391 to £149,730, it is still possible to pay somethng 
on the ordinary dividend, but equity earnings, after prefer- 
ence dividends and allocations to preference redemption, 
are down from £107,935 to £9,340. The ordinary capital, 
which is all held by Beechams Pills, receives a net amount 
of £9,000, equivalent to some 2.1 per cent against a net 
amount of £107,312, equivalent to 25} per cent. The 
carry forward is raised from £1,724 to £2,064. The directors 
state that the scope of the group’s activities has been 
widened since the close of the financial year by the acquisi- 
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tion of the entire share capital of five outside companies, 
but there is no indication of the total value of these trans- 
actions. In the balance-sheet, the valuation of investments at 
cost is unchanged at £2,950,000, but there is a rise in 
advances to subsidiary concerns from £391,963 to £548,181, 
financed by a loan from the parent of £79,328, an increase 
in bank overdraft from £243,028 to £271,637, and a 
diminution in cash holdings of some £25,000. The account- 
ing date is again to be changed, this time to March 31st, in 
order to coincide with the accounting dates of the sub- 
sidiaries. The alteration inevitably interferes with any 
regular comparison of earning capacity, but this defect will 
be more than compensated if consolidated statements are 
presented. 


x *« * 


Malayan Aftermath 


The dreary saga of the Malayan rubber companies 
receives a new chapter almost daily. There is little point in 
analysing separately the, by now, completely academic earn- 
ings of the past year. The outlook for all is conditioned 
by the prospective defeat of Japan, by the actual destruction 
to property and by such compensation as may be given. In 
the interval, the only topic of interest is the evaluation of 
the net liquid assets retained by managements, and the 
inescapable liabilities on which these sums will have to be 
spent. Three typical concerns, Kepong (Malay), Linggi 
Plantations, and Bukit Rajah, reporting to various dates 
within the last twelve months, may serve as examples. Bukit 
Rajah, excluding debts in the East, retains £59,015 ; Linggi 
£72,396, subject to taxation of an unspecified total, and 
also to an annual debenture charge of £17,306 gross, while 
Kepong (Malay) retains £66,582, also subject to taxation, 
but not to debenture payments. Only the last-named con- 
cern made any payment for the latest financial period, a 5 
per cent interim. Future income, until the Japanese are 
evicted, appears to depend on investment earnings, which 
in the latest years amounted only to some £2,000 each for 
Kepong and Linggi, and to little over £1,000 for Bukit 
Rajah. The chairman’s speeches reflect full appreciation of 


Industry 


Economy in Raw Materials 


The United Nations possess an overwhelming superi- 
ority over the Axis in most raw materials. In the past it 
has often been said that this latent advantage only becomes 
effective when the materials are massed on the battlefield 
in the form of tanks, aircraft, guns and other munitions. 
The factories of North America and Great Britain are now 
rapidly converting their enormous supplies of materials 
into the instruments of war. Indeed, the stage has been 
reached when the capacity for manufacturing war equip- 
ment is beginning to outstrip the supply of materials. There 
are already reports of shortages of individual munition 
materials. But it is unlikely that the output of munitions in 
Allied and enemy countries is proportionate to their respec- 
tive supplies of raw materials ; there is a strong presump- 
tion that, ton for ton of materials, Germany’s war output 
is still bigger than that of the United Nations. The time 
has therefore come when still greater efforts must be made 
by the United Nations to make their materials go further, 
not merely by cutting civilian supplies still more, but by 
the simplification of specifications. True, a good deal has 
already been accomplished, but the scope for further 
economy is said to be appreciable, without impairing the 
efficiency of equipment. It is only by using their materials 
as efficiently as the Germans that the Unitea Nations will 
be able to bring to bear the full weight of their potential 
superiority in equipment. 


* * * 


Steel Supplies 


The ste2l supply position is reported to be not un- 
satisfactory. By increasing its own production the iron and 
steel industry has probably contrived to make good part of 
the heavy reduction in shipments from the United States 
this year. The output of iron ore has been going up steadily 
and the scrap campaign has led to an increase in the 
supply of that raw material. By the end of August, the 
iron railings had been removed from about 2,000,000 houses 
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the stark necessities of the situation. Sir John Ha 
Linggt, stresses the critical difficulties of the company which 
must confront all concerns with debenture charges, ¢; 
Francis Voules, of Kepong, joins Sir John in his cates 
rebuttal of the charge of delaying production in the crucial 
period. Delay, then—if delay there was, and however caused 
—is bringing increased difficulties now. It can only be hoped 
that the industry as a whole will benefit from its enforced 
holiday to effect those economies in costs which have 
urged upon it for a decade or more, as a preparation for a 
fresh start. 


y; for 


* * « 


Trinidad Petroleum Development 


Despite a rise in net profits of £55,660 to £398,430 
the preliminary statement of Trinidad Petroleum Develop. 
ment scarcely conveys a reassuring picture of the com. 
pany’s experience in the year to July 31st last. The appro- 
priation for tax and contingencies is raised from £175,090 
to £240,000, a new high level, and compares with £200,000 
in 1939-40. The directors have decided to maintain the 
year’s payment on ordinary capital at a total of 15 per 
cent, with a final dividend of 10 per cent, less tax at 5s. 6d 
After allowing for a full year’s dividend on the newly- 
issued 6 per cent preference capital, which only required 
a payment of some 3} per cent in the previous year, it 
appears unlikely that equity earnings can exceed £146,430 
against £161,195. On this basis, the earned rate would 
amount to some 14.6 against 17.2 per cent, and there 
would be a draft on the carry forward of some £3,500. 
The company is, of course, hardly hit by the incidence 
of local and British taxation, and this is presumably the 
main charge which threatens the maintenance of the 
ordinary payment. There is as yet no news that the EPT 
standard is fixed. It remains to be seen whether the rising 
demand for Trinidad oil has caused the company to 
accelerate further the development of its natural resources, 
but this would appear a probable corollary of the world 
petroleum situation. The £1 ordinary shares, at 65s. 7d, 
yield £4 12s. 3d. per cent, less tax at 5s. 6d. . 


and Trade 


and the weight of metal recovered for scrap was 310,000 
tons. Moreover, the Minister of Works and Planning has 
at last made an Order requesting occupiers of premises 
on which there are three tons or more of metal suitable 
for scrap to inform the Ministry of its existence. But satis- 
factory though the flow of raw materials may now be, the 
demand for steel is going up with Great Britain’s growing 
munition-making capacity. It is to be hoped, therefore, 
that steps will be taken in good time to ensure the main- 
tenance of the flow of ore and scrap to the steelworks. 
The supply of scrap, in particular, has by no means been 
exhausted, but the rate at which it will be forthcoming in 
the future will depend in no small measure on the way 
in which the new scrap Order will be applied. But, in 
order to ensure adequate supplies for all purposes, it will 
also be necessary to practise still stricter economy in con- 
sumption and, in particular, to avoid the use of high-grade 
materials, which are scarcest, for purposes where material 
in more ample supply will do duty equally well. 


— 


. * * 


0 


Munition Contracts 


The expansion of the activities of Messrs. George 
Wimpey & Co., Ltd., a firm of building contractors, in 
Scotland has recently been the subject of criticism in the 
House of Commons. Mr J. L. Clyde, KC, who was asked 
by the Treasury to make an inquiry into the allocation of 
Government contracts to the firm, has now issued a re 
port (Cmd. 6393). It reveals that Messrs. George Wimpey 
have, in fact, extended their operations in Scotland very 
considerably. The number of persons employed by the 
concern in Scotland rose from 3,000 at the outbreak of 
war to 7,000 in June, 1940, and its share of Government 
contracts, totalling £46,938,000, amounted to £7,055,000 
But in the view of Mr Clyde the substantial share of the 
contracts placed by Government departments with the firm 
in question is attributable to its own proved merit and effici- 
ency. While criticising the procedure adopted in allocating 
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BRITISH CELANESE LIMITED 


Head Offi Registered Office 


CELANESE Hous First FLoor 
2, HANOVER SQUARI 50/54," Unton Sti 
LONDON VW | LOROUA’ 
: Sih October, 1942 
PEAR SIR (OR MADAM 

On various occasions in the past, both prior to and since the outbreak of War, it has been intimated by the Chairman at Annual 
General Meetings that the Directors would take the first suitable opportunity to submit proposals for dealing with the accumulated 
gears Of dividend on the 7} per Cent. Participating Second Cumulative Preference Shares of the Company. The War having super 


yened, the Board considered that this matter could not properly be taken up until sufficient time had elapsed to allow the effects of 
the War upon the position of the Company to be appreciated 

The experience of war conditions which has now been gained and the fact that the Company’s Profit Standard for Excess Profits 
Jax has now been fixed (with the exception of an outstanding claim) have led the Directors to the conclusion that the results achieved 
yp to date enable them to put before the shareholders the proposals hereafter outlined for dealing with those arrears 

The Scheme is based on the position at which the Company has now arrived, including an estimate of profits to June, 1942, and 
the current trading position It must be realised, however, that although these show an improvement it is impossible under existing 
conditions to forecast the future for any length of time 

The submission of the proposals is further supported by the fact that up to date the Excess Profits Tax, already paid and accruing, 
amounts to a substantial sum, and that should the profits of any future year during which this tax is operative fall below the standard 
the Company would be entitled to a credit in respect of the tax so paid or accrued to the extent to which such profits may fall short 
of the standard 

In order that Shareholders may have some appreciation of the position, a statement of the estimated profits for the year to 27th 
June, 1942, is given below together with, for the purposes of comparison, the results for each of the preceding two vears, and with 
compara t 1ounts of Cash and Government Securities 


PROFIT AND LOSS ACCOUNT FOR YEAR ENDED 


27 Jun 28 Jun 29 June 
1942 194] 1940. 
4 f 4 
Balance of Trading Account ......... sit lena rt Ss whee he ae ar ee 3,038,000" 2,169,401 2,989,634 
Balance after charging General Sales and Administrative Expenses, Excise Duty 
Adjustments of Stock Values, Kesearch and Advertising, Additions to Patent 
Rights, Directors’ Remuneration............. a Ta ie erie a Ri eines aa ra a 1,860,000 1,087,521 1,556,339 


Balance after deducting Depreciation, A.R.P. provision, Commutation of Royalties, 
Interest and Premium on Debentures, but subject to Excess Profits Tax and 


a eer re plead. © Site aces avatta tine ic al ana oe le a acer 1,270,000 487,257 955,913 


Estimates only and subject to audit. 


CASH AND GOVERNMENT SECURITIES 


4 4 
27 J 1942 185,596 28 June, 194]...... 1,043,549 29 June, 1940...... 1,063,756 


Whilst the increase in the Cash and Government Securities is satisfactory, it must be realised that a large amount has to be set 
aside thereout for Excess Profits Tax and Income Tax purposes 

The above estimate of profits for the year ended 27th June, 1942, has been compiled on the same basis and according to the same 
practice as those employed in compiling previous years’ Accounts. 

Having regard to the limitation of the profits available for dividend which results from the figure at which the Company’s profit 
standard has so far been fixed for E.P.T. purposes, the Directors have felt it right in the interest of the shareholders affected by the 


Scheme that long as the present scales of taxation of profits continue the policy of making present and future appropriations in 
arriving at distributable profits should be revised so far as this can be done without weakening the financial position of the Company. 

One of the major items of appropriation is that of Commutation of Royalty amounting to £61,142 annually. In order to make 
provision for this amount (which has to be met out of taxed profits) with an Income Tax rate of 10s. in the /, the substantial sum 


of {122,284 has to be withdrawn from the gross amount which would be otherwise available for distribution as dividend. 

This appropriation will, therefore, be omitted from the Accounts to be presented at the next Annual General Meeting, although 
for the purpose of comparison with previous years’ profits, it has been included in the above estimate of profits for the year ended 
27th June, 1942. As a result the profits available for distribution will be increased by £122,284 gross. 

There are enclosed with this circular Notices of Meetings which have been convened for the 29th October, 1942, to consider 


Resolutions providing tor the satisfaction of the arrears of Second Preference dividend to the 30th April, 1942, by the distribution 
rateably among the holders of these shares of Funding Certificates, which it is proposed to create for a nominal amount of £1,700,000, 
sothat the holders of the Second Preference Shares will receive in Funding Certificates a nominal amount equivalent to 8s. in respect 
ofeach Second Preference Share of 41 held by them. 


The Certificates will carry 4 per cent. interest dependent on profits but cumulative and will be redeemable out of profits by means 
ofa fund to be established for this purpose with an ultimate right on liquidation to the repayment of the nominal amount with a 
Premium of 5 per cent. and any arrears of interest out of surplus assets remaining after payment of all liabilities and repayment of 
the capital of the First Preference Shares, together with their cumulative dividend down to the date of the return of capital and a 
premium of 4s. per share 


The interest on the Funding Certificates will be calculated as from the lst November, 1942. 
Che provisions for the withdrawal of Funding Certificates are set out in full in the form of Funding Certificate which is available 


for inspection at the Kegistered Office and at the Head Office of the Company but may be summarised as follows 


4} 


(a) Provided the fixed dividend on the Second Preference Shares has been paid in full to the last dividend date, the Company 


to apply in the purchase of Certificates at any price not exceeding 21s. for each {1 nominal one quarter (less tax) of 
he balance of the profits which would otherwise be available for distribution as dividend. 

( {i in respect of any year a dividend on the Ordinary Shares is declared or paid the Company is to be bound to set aside foi 
he withdrawal of Certificates such sum as will, with the amounts applied in the purchase of Certificates since the beginning 
that vear or the date of the last payment of dividend on the Ordinary Shares (whichever is the shorter), be equal to at 

east 25 per cent. of the amount, less tax, of the dividend declared or paid on the Ordinary Shares 
\ Che an ints so sect aside are to be apphed in the purchase of Certificates in any manner at any price not exceeding 21s 
er 41 nominal, with provision for drawings at a premium of 5 per cent. in the event of the unapplied balance of the fund 


a specified limit. Certificates drawn will be surrendered for cancellation on a date not more than seven days afte 
he 30th June next following the drawing, on which date interest will cease to accrue on the Certificates Che Certificates 


\ 


eed 


iil be registered and transferable by transfer in the ordinary common form, in amounts and multiples of 41. 
To be effective, the Scheme must be approved by the requisite majority by the Second Preference Shareholders and the Ordinary 
Shareholders, voting at separate meetings, as well as by an Extraordinary General Meeting of the Company 
The Directors are of the opinion that the proposals embodied in the Scheme and summarised above represent an equitable arrange- 
Ment as between the classes of Shareholders affected and they therefore recommend their adoption 
The Scheme, if approved by the Shareholders concerned, will be submitted for the sanction of His Majest [reasury as required 
by No. 6 of the Defence (Finance) Regulations and will only become effective on such sanction being giv 


By Order of the Board, 
W. H. POXON, 
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some of the contracts placed by the Office of Works and 
by the Air Ministry, Mr Clyde considers as 
unjustified any imputation of bad faith or any suggestion of 
a sinister or improper influence. He had felt, however, that in 
selecting the large firm, some of the departments had paid 
too little attention to the need for keeping in being smaller 
local concerns in existence. It appears as though the agitation 
had its origin mainly in the fact that Messrs George 
Wimpey secured more business than was to the liking of 
local interests. If, as is suggested by Mr Clyde, the success 
of the firm is due to its efficiency, Government departments 
can hardly be criticised for using its services. Another White 
Paper on the subject of contracts, issued this week by the 
Government (Cmd. 6398), explains the action taken on 
contract cases discussed in the recent report of the House 
of Commons Committee of Public Accounts. Attention was 
drawn in the Committee’s report to contracts for the manu- 
facture of guns and ammunition for the Ministry of Aircraft 
Production by the British Manufacture and Research Co., 
Ltd, whose managing director is Mr W. D. Kendall, inde- 
pendent MP for Grantham. During a debate on the report 
of the Committee of Public Accounts in the House of 
Commons on Wednesday, Sir Kingsley Wood said that, on 
the whole, prices and profits in war contracts had been 
reasonable, while Colonel Elliot, chairman of the Committee, 
emphasised the need for auditing in war contracts. 


The New Tin Agreement 


The text of the new tin agreement, to which reference 
was made on page 427 in last week’s Economist, has now 
been published (Cmd. 6396). In the main it is a repro- 
duction of the previous scheme. It starts from the assump- 
tion, it is necessary and advisable to regulate the production 
and export of tin from producing countries, 


with the object of keeping world stocks at a nominal 
figure, adjusting in an orderly manner supply to demand, 
while at the same time making available all the tin that may 
be required and preventing rapid and severe oscillations of 
price. 


The welcome addition in this statement of policy is the 
reference to the need for “making available all the tin 
that may be required.” The text of the new agreement 
suggests that tin mining is to remain a monopoly of the 
Governments of producing countries. By providing against 
discrimination, it may comply with the letter of the Atlantic 
Charter, which provides for “access, on equal terms, to 
the trade and to the raw materials of the world”; but it 
contains no effective safeguards against the exploitation of 
consumers as a whole. True, the number of consumers’ 
representatives on the International Tin Committee has 
been increased from two to three by the invitation of a 
representative of the American Government; but they 
have no voting rights. The new agreement can hardly be 
regarded :s a satisfactory precedent for the control of raw 
material supplies after the war 


The standard tonnages trom which quotas are to be 
calculated have been brought more into line with the pro- 
ductive capacity of the member countries in 1941. They 
are, with the previous standards given in brackets:— 
Belgian Congo 20,178 (15,035) long tons, Bolivia 46,768 
(46,027) tons, Malaya 95,474 (77,335) tons, Dutch East 
Indies 55,113 (39,055) tons and Nigeria 15,367 (10,890) 
tons. The total of the new standard tonnages is 232,900 
tons, while under the last agreement the total, including 
18,628 tons for Thailand and 3,000 tons for French Indo- 
china, was 209,970 tons. A special protocol added to the 
agreement lays down that the position of Malaya and the 
Dutch East Indies shall be reconsidered as soon as these 
territories have reverted to their mother countries and their 
actual productive capacity can be determined. Article 3 (i) 
of the agreement opens the way to the adherence of non- 
signatories, which probably means that after the war 
Thailand and Indochina (and possibly also China, until 
last year the only important outsider to the scheme) will 
be invited to rejoin the scheme. The same article, how- 
ever enables the ITC to make also any other recommenda- 
tions for the amendment of the agreement, a possibility 
which is particularly ‘mportant in view of the shortcomings 
of the scheme. : 
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Retail Trade 


The retail trade report for August and the Bank 
England index numbers of the value of average daily — 
(1937=100) are published in the Board of Trade Journ 
for October 3rd. The index for all departments was 98, th 
same as it was in August, 1941, although this year Z 
drop between July and August was considerably Jar “" 
So far as individual categories of merchandise are concerned 
only in household goods, where the figure rose from 75 . 
July to 77 in August, was there any rise to record in “a 
average value of sales. Sales in the London district have 
improved slightly since last year, but other districts show 


PERCENTAGE CHANGE IN VALUE OF RETAIL Sa.zs 
SINCE THE CORRESPONDING MONTH A YEAR Aco 


Food and Other 

Perishables Merchandise 
% 0/ 
SEER OEP i 19 ~10°8 
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Co ee — 1-1 +12-0 
0 rer rae ee + 18 -1] 3 
Es tain Kan hbo une ss 43 + 5.3 
ere ree + O-Y9 + 0-8 
A ee ree + 50 — 95 
See eee + 4-2 0:8 
ES oa asus obs eee e's + 59 0:7 
BE a Rik oo ae Re aa ee od + 3°7 —- 44 


littl or no change. Except for a drop of 5 points in the 
southern region, between the two Augusts, the indices 
for the other regions diverge at most by one. The total 
rise in the value of sales compared with a year ago amounts 
to no more than 0.4 per cent, as is shown in a table on 
page 466. The value of stocks of merchandise in August 
was §.5 per cent higher than the ycar before. The non-food 
stocks total was only 1.5 per cent more than last year, and 
the food and perishables total as much as 44.1 per cent 
higher. The excellent fruit crop obtained this summer, as 
well as the larger cheese ration, and somewhat better fish 
supplies, may have contributed to this large rise, which was 
also apparent in June and July. 


* * t 


Caterers Catered For 

The fight between the caterers, now organised in a 
joint committee, and the Minister of Labour, about the 
setting up of central wage board machinery, continues, 
albeit a little one-sidedly. For Mr Bevin has announced, not- 
withstanding the trade’s protestations, that he intends to 
introduce a Bill into Parliament, which will permanently 
establish the machinery he envisages. The Liaison or Joint 
Committee of the Catering Trades, which was set up to 
oppose the Ministry of Labour, comprises representatives 
of employers in widely varying types of catering: among 
others, fish fryers, luxury hotel keepers, purveyors of light 
refreshments, boarding house keepers, Trust houses, eel 
pie sellers and publicans. Not every section of the catering 
trade is, however, opposed to organisation. Those not re- 
presented on the Liaison Committee are in favour of joint 
industrial councils, and in the case of industrial caterers, 
such a council is in being, and has reached agreement on 
wages and conditions. They prefer voluntary methods of 
fixing minimum wages and conditions. The Liaison Com- 
mittee is opposed to any form of organisation, and their 
opposition to official organisation is correspondingly great. 
Catering interests in the House of Commons can be éx- 
pected to provide a lively and trenchant debate on the Bill. 


* * * 


Women Shipbuilders 


The iron and steel industry, with 13} per cent of its 
workers women, has set an example to other heavy indus- 
tries in the use of women to replace male labour. Some 
shipyards have already begun to employ women, and the 
list of occupations which women have adopted is an im- 
posing one. It includes, among many others, coppersmiths, 
jointers, drillers, machinists, electricians and welders. The 
Ministry of Labour is urging that more women should be 
employed in the industry. So far the numbers employed 
are not as great as they could be. A national agreement on 
wages has been reached between the Shipbuilding 

Continued on page 463) 
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October 10, 1942 
cOMPANY MEETINGS 
— 


| ASPRO LIMITED 


UNASSAILABLE VALUE OF 
«+ ASPRO”’ 


| . e 
The meeting of Aspro, Limited, was 


peld, on the 7th instant, in London. 

G. M. Garcia (chairman and manag- 
, director), who presided, in the course 
h, said: There is a total avail- 
It is gratifying 


yi speec 
S . 
ps balance of £208,091. 
1 record that during the past twelve 
months we have successfully maintained 
our export position, In this connection I 
would again stress the fact that the very 
considerable expansion in exports of 
“Aspro” since the outbreak of war pro- 
| vides not only a material contribution to 
| ur national economy, but also enhances 
British prestige abroad, Again, the past 
} year has provided further confirmation at 
| home and abroad of the unassailable value 
| of “Aspro” and of its efficacy in alleviating 
so many of the thousand natural shocks to 
i which the flesh is heir. 


i CONTRIBUTION TO WAR EFFORI 


At our last meeting I gave you an outline 
of the manifold activities we had initiated 
from the outbreak of hostilities in an earnest 
endeavour to contribute to our utmost, 
directly as well as indirectly, to the promo- 
tion of the war effort. I am in the happy 
position of being able to say that not only 
have these various activities been fully 
maintained, but that they have even been 
very materially expanded. 

While our immediate aim is victory, it 
would be inexcusable to dismiss considera- 
tion of post-war problems. In order to 

' bring about the ffullest collaboration 
between all nations in the economic ‘field, 
} with the object of securing for all improved 
labour standards, economic advancement 
+ and social security, it will be incumbent 
| on many nations to adopt an entirely new 
| orientation in regard to their economic 
| policy. I have in mind particularly the 
} necessity of promoting a freer exchange of 
goods between the nations by the removal 
of prohibitive customs tariffs. 


It must not be forgotten that when 
| hostilities cease the United States will 
stand forth as the predominant creditor 


| nation in the world, How are the debtor 
nations—including ourselves—to bear the 
; immense burden of the cost of reconstruc- 
} won, apart from any question of the repay- 

ment of debts, if that great nation excludes 
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to a large extent the products of the labour 
of its debtors? I look to the sound 
business commonsense of the American 
citizen, as I believe that once he has 
grasped all the implications arising from 
the new situation created by totalitarian 
warfare, he will not fail to contribute to 
the fullest limit his share in implementing 
the principles enunciated in the Atlantic 
Charter and in doing s0 to give a lead to 
other nations, 


A NEW ECONOMIC LIFE 


The alternative is indeed a dismal out- 
look, since it must of necessity compel 
resort to self-sufficiency in excelsis, a con- 
dition bound up with a general lowering 
in the standards of living and its con- 
comitant repercussion on the provision 
of social services, together with the use of 
substitutes for those materials which 
cannot be imported because they can- 
not be paid for by exports owing to 
closed markets. Such a condition would 
indeed be a negation. The equitable solu- 
tion of this fiscal aspect is intimately bound 
up with the necessity of preserving the 
prosperity of primary producers, 

Another factor has also to be borne in 
mind that may have grave repercussions 
in many directions. As a result of the war, 
steps have been taken in this country, and 
especially in the United States, to replace 
a number of products hitherto provided by 
nature by articles which the inventive 
genius of man has made possible to pro- 
duce by manufacturing processes. Apart 
from the fact that the replacement of 
natural products by synthetic equivalents 
(and I have in mind particularly the case 
of rubber) may in the long run spell 
disaster for many primary producers; it 
may also adversely affect certain branches 
of industry. 

The report was unanimously adopted. 


LEVER BROTHERS & 
UNILEVER, LIMITED 


REPORT OF ANNUAL MEETING 


The annual general meeting of the 
members of Lever Brothers and Unilever 
Limited was held, on the 8th instant, in 
the board room, Unilever House, London, 


E.C. 4. 
Mr Geoffrey Heyworth presided. 
Before commencing the business, the 
members present stood in silence as a 


tribute to the memory of the late chair- 
man, Sir F. D’Arcy Cooper, Bart, 
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The notice convening the meeting and 
the report of the auditors having been read, 

The chairman suggested that the direc- 
tors’ report and statement of accounts and 
the chairman’s review for the year ended 
December 31, 1941, which had been issued 
to the members, should be taken as read. 
and the members agreed. 

The chairman moved and Lord Lever- 
hulme seconded that the directors’ report 
and statement of accounts for the year to 
December 31, 1941, now submitted, be 
received and adopted. 

The motion was put to the meeting and 
carried unanimously. 

A dividend of 5 per cent. for the year 
1941 On the ordinary stock payable on 
October 13, 1942, and a dividend of 5 per 
cent. for the year 1941 on the preferential 
certificates outstanding under the Co- 
Partnership Trust were declared; the 
retiring directors were re-elected, and the 
auditors, Messrs Cooper Brothers and Co., 
and Messrs Price, Waterhouse and Co., 
were reappointed. 

A hearty vote of thanks to the Chairman, 
directors and staff terminated the pro- 


ceedings. 


KEPONG (MALAY) RUBBER 
ESTATES, LIMITED 


The annual general meeting of this com- 
pany is being held, on the 12th instant, at 
the Great Eastern Hotel, E.C., at 12 o’clock. 

The following is an extract from the 
address of the chairman, Sir Francis Voules, 
C.B.E., which was circulated with the 
report and accounts :— 

The results for 1941 would have been 
very favourable had matters continued 
normal. Our assets in cash and British 
War Bonds amount to approximately 
£247,000, subject to liability for taxation, 
which cannot at present be assessed. 

We have made ample reserve for taxa- 
tion, and your directors hope that some 
compensation or redress will be forth- 
coming from the Government for the 
sacrifices made necessary by military opera- 
tions or otherwise, due to the Japanese 
invasion, and for the loss of our properties. 

The directors have reduced their re- 
muneration by more than one-half for the 
year to March 31, 1943. 

It is impossible to say at present what 
the future holds, but when our estates are 
recovered, I am convinced that our 
prospects will compare favourably with 
those of any other producer in the East. 





(Continued from page 462) 


Employers’ Federation and the Confederation of Ship- 
building and Engineering Unions. Women under 21 are to 
be paid the corresponding rates and wages paid to boys 
and youths, irrespective of the work on which they are 
employed. These rise from 19s. at 16 to 47s. at 20. Women 
may be paid 47s. a week for a minimum of eight months. 
Thereafter, a woman over 21 must be paid the same wages 
as a displaced male employee where she performs the same 
duties without extra assistance or supervision, Otherwise, 
the rate is 53s. 6d. in unskilled or semi-skilled classes of 
work and 62s. 9d. a week for skilled work. 


Cobblers’ Registration 


It is more difficult to get a pair of shoes repaired than 
to buy new ones. Whereas shoes could be repaired, in some 
cases, while the customer waited, and usually in not 
longer than a week, it is now unusual for the repairer to do 
the smallest repairs in less than a month. He is, of course, 
limited by shortage of labour and material. It is important 
that adequate facilities for this service should be provided 
for the public. To this end, the Board of Trade has issued 
the Footwear Repairs (Control) Order (S.R. & O. No. 1984), 
by which all boot and shoe repairers (other than rubber 
footwear) must apply for registration to the Assistant 
Director for Footwear Repairs. After November rst, only 
Persons who are registered will be permitted to carry on 
such businesses. Powers are given by the Order to enforce 


the keeping of records, but the Board of Trade has stated 
that if any records are asked for they will be simple and 
straightforward. Prices of footwear repairs, in common with 
other services, such as laundry services, are controlled. 
Repairers may charge not more than their charges on 
April 27, 1942, or one-third more than the charges made in 
August, 1939, whichever is less. 





OFFER TO NEW READERS 


Any reader who makes his first acquaintance with this journal 
with this week’s issue is invited to fill up the attached : 


To The Publisher, Economist Newspaper Ltd., 
Brettenham House, Lancaster Place, W.C.2 


In order to test the value of your publication | should like you 
to forward it to me by post for the next four weeks. If | then 
decide to become a subscriber, it is understood that there will be 
no charge for the copiés thus received, but otherwise | shall be 
willing to pay 4s. to cover their cost. 


Name 


Address 
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RECORDS and STATISTICS | 


STOCK EXCHANGES 


London 


Note: all dealings are Jor cash 


THE course of the Financial News index 
of ordinary shares indicates some accelera- 
tion in the rate of the recent advance, 
which, despite record figures of over 6,000 
markings daily on the first two days of the 
current week, is largely attributable to the 
continued shortage of stock, In the main, 
the rise has been concentrated in industrial 
equities, and particularly during the past 
week, on home rail issues. The gilt-edged 
market, however, has not been very active, 
actual business failing to alter prices to 
any extent, apart from a gain of 4 and 
for 3 per cent Conversion and 3 per cent 
Savings Bond at the opening. Quiet con- 
ditions prevailed in the foreign bond market 
where Brazilian bonds fluctuated narrowly, 
but apart from a fall of a point for 
Egyptian Unified and a point rise for the 
5 per cent Chilean bonds of 1913, prices 
were generally steady. Yield considerations 
attracted a considerable volume of business 
to the home rail market, over 1,000 
bargains being recorded on Monday, about 
double the daily average for the preceding 
week. Demand was nixed largely on the 
junior issues, and despite a slight reaction 
on Tuesday, prices improved over the 
week. Thus, GW and LMS ordinary 
rose 2} and 1} points respectively, while 
both the Southern junior issues enjoyed 
useful advances. Among the preference 
stocks, the Berwick 1st and 2nd 4 per cent 
issues advanced more than a point, while 
the LMS 4 per cent stocks were also 
accorded a fair measure of support. The 
foreign rail market was considerably more 
active than of late. Among the many 
Argentine issues to improve, BAGS 5 per 
cent preference advanced 3 points on the 
week, while the Cordoba “B” and 
Peruvian Corporation debentures were 3 
and 1} points higher respectively, with 


strong support for San Paulo. Elsewhere, 
Canadian Pacific ordinary improved 
slightly. 


In the industrial market buyers continue 
to search over a wide field for suitable 
stock, sharp advances for leading equity 
stocks reflecting the increasing scarcity of 
good stock. Thus, among brewery shares, 
Guinness overshadowed the numerous 
widespread improvements of other stocks 
with a rise of 6s. 9d. on the week, and. in 
the tobacco group, BATS and Imns im- 
proved steadily, Albion Motors was out- 
standing in the motor and aircraft section 
with an advance of 3s, 3d., while Rolls- 
Royce and Leyland rose 2s. 6d. and 2s., 
respectively, over the same period. Gains 
of the order of a few pence were general in 
the heavy industrial group, with colliery 
issues particularly firm, Wm. Cory, 
Sheepbridge and Staveley all advancing. 
Numerous small movements were recorded 
in the shipping section without markedly 
affecting prices, while textile shares con- 
tinued their upward trend of recent weeks. 
British Celanese issues remaining firm on 
the expectation of the dividend arrears 
scheme, although individual gains 





COMMODITY AND 


Maximum Price Orders Amendments.— 
The Maximum Prices and Maximum 
Charges Orders (Miscellaneous Amend- 
ments) Order (SR and O No. 1978) amends 
the definition of comparable goods in the 
Storage (Maximum Charges) Order to refer 


were 


generally restricted to a few pence, The 
stores group was strong throughout under 
the leadership of Lewis Investment Trust 
and Woolworth, the latter rising 2s. 6d. on 
the week. The miscellaneous section 
reflected the generally firm tone of the 
market with good gains for Turner & 
Newall and United Molasses, London Brick 
and Reckitt & Son. 


* 


Turnover in the kaffir market was light 
ver the week-end owing to the holiday 
in Johannesburg, but the revival of buying 
on Tuesday, however, found the market 
short of stock, and among numerous gains, 
Blyvoors rose 1s. 6d., Sub Nigel and 
Grootvlei { each. The rubber market 
was quiet, a few improvements reflecting 
marking up rather than actual buying. Tea 
issues, however, advanced slightly on quiet 
support. Apart from good gains for leading 
issues in the oil market at the reopening, 
there was little of interest, Anglo-Egyptian 
advancing 4}, while Burmah gained 4, Shell 
and Anglo-Iranian ,;, although the ten- 
dency in midweek was distinctly firm, both 
Attock and Anglo-Iranian improving. 
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New York 


ACTIVE trading inspired by the prospect of 
the early passage of the Tax Bill, together 
with the better war news, occasioned a con- 
siderable advance in most sections on Wall 
Street during the past week. Rail and steel 
issues were especially prominent, consider- 
able and widespread profit-taking failing to 
bring the upward movement to a halt. On 
Tuesday, however, Mr Morgenthau’s de- 
mand for yet higher taxation restricted 
further buying, the market displaving a 
lightly easier tendency. 
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to goods which are comparable on the basis 
of type and quality only. The definition 
of “ maximum price” and “ price” in the 
Quilts and Quilt Covers (Maximum Prices) 
Order has been brought into line with the 
definition in other maximum price Orders. 
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Darwins, Limited.—Issue of 193,353 54 / maximum amo 


per cent cumulative preference shares to 
redeem at 102 per cent on March 31, 1943, 
the 





£193,353 5 per cent first mortgage con- N: 
ertible debenture stock CERTIFIC 
BO! 
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Chase National Bank ($ -Deposits om 
a at September 30th $3,628,406 | Aug. 25...... 
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Chrysler Corpn. ($o000s sales of 
parent and all US subsidiaries for half yea 
ended June 30th $259,250 ($507,966), gros 
profit $30,815 ($66,158). Net profit $8,770 
$20.975), depreciation and amortisati 
charged to cost of sales $5,541 ($15,875) | 
Earned surplus at Jan. Ist $129,67 | 
$115,669), which with 6 months’ net roti | 
to June 30th makes $138,447 ($136,644). The Bank 
remained at ] 
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| Finance 


FLOATING DEBT BANK OF ENGLAND 
(£ millions) RETURNS 


RESERVE BANK OF INDIA 


Million rupees 
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| ; a i es i ‘ & . * 4 Lec 1,0€ L.leé 5 6 > 
_ The Bank of England's official buying price for gold Excess mr. bank : z sina 11'88 J oa Le ter 87 y1€ 32,086 33,159 
—— at 168s. Od. per fine ounce throughout the week y ooh 7 39 . 1 41 4,124 214,146 179,339 
n the London sven enadtnes tahoe our eenmties tease Gov ie posits ie ) : é a , t M a 13.708 | 13.683 459,793 474.0 
have been as follows :— : itis Perens ae <P Petes : 4 a a. 1. } ae san ait $ Newcasth aoe —_ oe a 
Total liabilities 24,119 26,159) 25,2 29,1 Nottingl 5 17,594 8 31] 
Date Cash Two Months iNeserve ratio ID 2% BS °3% 86°57 /85 “€ Sheffield 1,101 992 27,471 3,287 
d. d, BANI AND TREA \ seeettid _ = — pt 
a 2 "heantiar: i 
Sethe Gk Waeae ated 23 23% RESOURCES 12 Towns 32.579 | 30,389 |1.123,552 {1,148,950 


Be tik seSeotane “a 234 23% Monetary gold stock 22,761) 22,747) 22,750) 22,754 . 
ads as 00 K4 pares 234 234 I rv & bank currency 3,1! 5, S4€ +9 ’ Dublin*® 5,049 », 961 250,118 +,918 
ae ee peas , y 
; 234 23% LIABILITIES $} i , 2 
1 Erne 234 234 Money in circulation 10,183 13,440) 13,519 13,708 * Sept. 27, 1941, and Sept. 26, 1942 
The New York > : aster : Treasury cash and dep 2,568) 2,212) 2,685) 2,879 
ork market price of fine silver remained at , . E 
ceémts per ounce throughout the week. 


On 
ro 
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TAXATION ON INCOMES OF £2,000 AND OVER, 1913-42 





























Allo 
_ The following table was given by the Chancellor of the on the basis adopted in their report by the Colwyn Committee ns 
Exchequer in a written answer in the House of Commons on on National Debt and Taxation, investment income pein, a 
September 50th, and shows fe wr the years 1913-14, 1923-24, 1933-34, capitalised on a 5 per cent basis and the taxpayer beinp High | Low 
1940-41 and 1942-43, the income tax and surtax (or super-tax) assumed to be a married man, aged 45, with three children] 
payable on certain incomes, together with the net annual pay- (The assumption of a 5 per cent return on _ investments is} gag | .768 
ment required to meet the estate duty on death. The table is necessarily an arbitrary one.) 11% | 110 
| 988 || 
a othe a ee ‘cop | 982 | 
| “Si 1014 | 
Art INVESTMENT INCOME | Harr EarNnED INCOME AND HALF INVESTMENT INcoM; 1! 102 
| 
a anal Seennnstaiadiiacanaaaisinaisinaainun ata a — 108% | 104 
N | N | " 
Year Net et | } 
lotal Equivalent Income ourtax Insurance Equivalent Income ourtax | Insurance itl 98 | 
Income ( . re in or Super- Payment to Total ae A , or Super- | Payment to | Total il nui | 
ncome pital lax : ee Capital Tax ; > a | 
tax Provide for | tax) Provide for 101% | 100 
| Estate Duty | Estate Duty | 102 OH 
| ; ae ; a 99 
—)}] | 100 
/ é i i f / j { 101 | 100 | 
{ 2.000 40,000 117 sai “91 208 20,000 9€ 39 ‘35 j ludp | 110 | 
f 5,000 100,000 292 : 298 590 50,000 292 113 405 +1018 | 1005 | 
1913-14 é 10,000 200,000 583 175 725 1.483 100,000 583 175 290 1,048 1 102 | 
20,000 400,000 1,167 425 1,600 3,192 200,000 1,167 425 125 2317 | | ost | 
50.000 1,000,000 2.917 1,17 5.176 9,268 500,000 2,917 1,175 2,000 6.092 99; 
}102 | 100 
2.000 40,000 354 — 126 480 20,000 331 - 43 4 «| 
' 5,000 100,000 1,029 326 501 1,892 50,000 384 326 176 152q | 2058 | 202 
1923-24 < 10,000 200,000 2,154 1,462 1.420 5,036 100,000 109 1,462 501 106 | 100 
y 4,072 | 
20,000 400,000 4.404 3,962 4,122 12,488 200,000 4359 3,962 1,420 q'74] | ML | 1078 
50°000 1.000.000 11154 12.712 14.121 37.987 500,000 11.109 12,712 », 252 29.073 { 108 106 
2,000 40,000 408 169 977 20,000 3f 52 10 ai 844 
5,000 100,000 1,158 337 732 2,227 50,000 1,083 337 247 1667 | 8 | 3 
1935-34 10,000 200,000 2,408 1,519 2,099 6,026 100,000 2,333 1,519 752 4.584 106 100} 
20,000 400,000 4,908 4,682 6,258 15,848 200,000 4,833 4,682 2,019 11,534 
50.000 1,000,000 12,408 15,957 23,231 51,596 200,000 12,333 15,957 7,502 35,592 “ r 
2,000 40,000 685 197 882 20,000 614 , 59 7% 21 1lt 
00 100.000 1.960 48] 1,042 3,483 50,000 1,854 481 321 ass 4 Te 
1940-41 < 10,000 200.000 4,085 006 3,501 9,592 100,000 3,979 006 379 6.964 13 58 
20,000 400,000 8,335 6,319 9,856 24,510 200,000 229 6,319 3,210 17.758 se 
50,000 1,000,000 21,08 20,569 53,637 95,291 500,000 ),979 569 13,024 54,572 { 
Prices, 
2,000 40,000 826 197 1,023 20,000 it 59 
— wae 100,000 2,526 42] 1,042 3,849 50.000 95] 48] 32] san Jani to Oet.6 
0,000 200,000 4.825 006 3,501 10,333 100,000 4.751 2.006 979 7,71% - 
20,000 400,000 ), 826 6,319 9,856 26,001 200,000 751 6.319 3,210 13299 | eee 
00 1.000.000 24.82 569 53,637 99°03 500,000 4,75] 20,569 13,024 58,34 | a | 
— 9% 
; $1 39 
+ ll = 
5 
) 2 if 
; 61 50 
it i 
21 14 
71 6l¢ 
Continued from page 464 THE “ ECONOMIST " SENSITIVE ‘THE ECONOMIST” INDEX OF 
PRICE INDEX WHOLESALE PRICES 72/3 | 67/6 
(1935= 100) (1927 = 100) | 6 St 
has borne purchase tax at prices including _ 383 | 365 
the tax, from September 30th to Octo- Oct. | O Oct. | O O Mar. | Aug. | Sept. | Sept. | Sept | ah Ooh 
ber 31st. The Order came into force on 1, 2 6, 31,30, 30, | 15, | 2} ag) | Ti) 
October Ist. 1942 | 1942 | 1942 | 1942 1942 1937*, 1939 | 1941 | 1942 | 192) 9 ree 
| (68 | £45 
; — ee aod Cereals and Meat 93.0 ; 66.9, 100.5) 109.3; 1081) 56/73 | 50/- 
Animal Feeding Stuffs—The Feeding rops 118.5 | 118.5 | 118.5 | 118.5 | 118.8 Other Foods 70.4| 61.1! 98.4 | 102.6 1053 } 3 81/6 
Stuffs (Regulation of Manufacture) Order, Raw materials 172.7 | 172.7 | 172.7 | 172.7 | 172.7 ae 74.2 | 54.3) 94.4) 925) 89) Om) 5b 
. » inerais 2 . 29.7 7 2 > 
1942, which came into force at the end of Complete Index... ./ 143.1 | 143.1 | 143.1 | 143.1 | 143.2 ~~ a ate 718 1130 ey ial bs a 
last week, controls the manufacture of all Mar. | Aug. | O Sept. | Sept —je | fi. | Sil 
feeding stuffs except those produced as by- 31, 3]. 7 1 Compiete Index 87.2 70.3 | 107.1 112.2) 1128) 85/6 | 77/9 
products in the manufacture of human 1937°) 1939 | 1941 | 1942 | 1942 191910 119.9 | 96.8 | 1474 | 1544 | 155 
: ° _ J M) 9! 96 ‘f o4. Oo. 
food or of articles for industrial purposes. Crops 147.9 | 92.211148 | 118.0| 118 > Glighest level ceached during teie-di wanem | | tal 
The new Order consolidates the provisions Raw materials 207.3 | 122.9 | 170.4 | 172.7 | 172.7 een Serene eee Laie 19. 
of the Feeding Stuffs (Control of Manu- Complete index.. 175.1 106.4 | 139.9 | 142.8 | 143.1 RETAIL FOOD PRICES. 214 244 
facture) Order, 1941, and the Compound ——— - - / | Wf | 14 
. - . > ; * Hiches aval re ed during »z re ert 
and Mixed Feeding Stuffs (Control) Order, mngaeet towel } Cmng EVES: Secover Average price per Ib. at - 7m 20 
1940, as amended. It provides that, except AVERAGE DAILY VALUE OF RETAIL SALES " 8 if 
under licence, no person may manufacture AND OF STOCKS IN GREAT BRITAIN crea a 
animal feeding stuffs, other than the by- _ COMPARED WEEE TES TEAR BEFORE ept. 1, , Aug. 1, | Sept. 1, | So ".* 
products mentioned, and controls the quan- 7 ‘Daily Aver Stks we | tea | De | oe 
tity and type of compound and mixed feed Sales at 198) 1824 | 158 
ing stuffs that may be produced for live 1942 or Beef. British 3. d 3. d s. d ~ | 185 | 1504 
stock feeding 7 eed ee Ribs i 2) 1 sel 1 ey | 2 | 9 
June } july Au é ; Thin flan} 0 1h 0 9} ) 9} v ; = | 
, } i Jeet, chil’d or frozen i | .. 
Starch.—Since rice is in short supply, a) By Commodities "Ribs — 9h l 11) % 63/9 er 
ce . a aes 2 | 2 
the Ministry of Food has prohibited the Non-food Merchandise Thin flan} 0 4, 0 6 » 6 | BY te | rae 
use of pure rice starch for laundries end Piece-goods -19-9)+ ¢ Y-1i|—17 4 Mutton, British ‘ 5h) I : is | Sr 
household purposes. A national blended oo pity oe ‘Wear : e 1 1444 =. Brtesi 5 7t 5 3 loss 8/3 | 3/6 
: ° ° len's am Oys ea >* i) 4-9 2-8 I i ( 5 ‘ \ 
starch, which is considered to be a satis- Boots and Shoe +14 +314 £ 2 -9|~16 -¢ Mutton, frozen | 10/6 | 50/7 
factory substitute, is now being manufac- Furnishing Departments +12-9\+ 0-6/—10-4)+ 2 a ; : ry : ; ; ; 1 ) (@) Toterim dit 
tured to replace it. Allocations to laun- Hardware... eas $ Bescon .. ijil18:i—————- 
. “ ‘ancy De ments . »*o > i 49 ac “ 2 . 
dries and retailers are at the rate of 25 per Seerts end Travel . 19 -€ 18 5! 20-814 0-4 Fish 5 i A # 
cent of their consumption of starch during Miscellaneous 0-44 3-14 1-94 7-8 Flour (per 7 Il 14) 1 3b) 1 8) #B 
the year ended June 30, 1939 teas +— ' —_—— SIRE REES) OVERS 
: If Non-food Merchandise .. + 08— 07-— 444 155 Tea . eT sei 2 is - 
; 7 Food and Perishables.... + 4:24 5-94 3-7444-1 Sugar (gran.) 218212 oe 
Paper Control.—The Ministry of Supply Total :— oe Oe ; oi,” 2° Fie 
has made the Control of Paper (No. so All Departments........ + 274+ 344 044 55 Butters Tos : 3 }a " 17 {ih ——_ 
Order, which comes into force on Octo- OC Cheese om faa] 11 |e 
ber 25th and amends the definition of paper Scotland ...........+.++. + 34+ S:l+ 0-74 4-3 «© Sangueing, pace. bo al{e 2 | os ly 
and of conversion given in the No. 29 med ma ce oben ’ : 7 ' 77 : : a , a fo iy 0 1} . 
. . Nc - OS i cel i + . *3i— 9°5 tggs, tresh (ear e% 0 2 + ! 
Order. The main effect of the Order is to Midiand and S. Wales..... 2-94 3-0— 0-84 7-0 comer oat OBE L Pen: and Pac 
add embossing, cutting into ci South England.......... — 2-0\— 0-2\— 4-2/4 7-4 Potatoes (per 71b.).| 0 64 | 0 88] 0 8&| # BBA.Gt. Sou 
g g circles anc crrssecncath sol _—__|——Ip tt 
shapes (other than rectangular or angle cut 9 “°78), and West-End) os cas-2421-3 ‘Index all foods ae: 
; : . EE ii eben eek dials ais . . 5-2 . ci 
sheets) and pasting and laminating (under Suburban London........ i+ 6-2/+10-714+ 4-914 1-9 weighted (July jg [oeatral Argen: 
certain conditions) to the processes regarded ue ills eens 22 160 | 1001 Paulo (Br: 
as Conversion. Source: Board of Trade Journal. Source: Ministry of Labour Gazette. ‘ 
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LONDON ACTIVE SECURITY PRICES AND YIELDS 


Allowance is made for net interest accrued, and for redemption for fixed interest stocks and for changes in interim dividends for ordinary stocks. 












































— Prices, Price, | Price, Yield, Prices, Last t Price, | Price, | Yield 
' Prices, , 42 E : + ° Year 1942 ast two A ’ ’ , 
tee) year 1941 | Jan. to Oct. 6 Name of Security . — — ‘ || Jan. 1 to Oct. 6 Dividends Name of Security rite 7 o 
INg ffigs | Low | High | Low 1942 1942 1942 || High | Low (a) (b) (c) | 1942 | 1942 1942 
ing} ——— ~ II | \ 9 % tron, Coal and Steel | 7 ‘s. d 
Bi | | : 70 /o ’ s | | % &. . 
en | | British Funds £ s. d. | 46/9 41/3 4 : 7 6 |\Babcock & Wilcox {1 . 46/- 46/9 | 414 0 
is} gap | 768 83%, 82% |i\Consols 2$%......:.... 824 824 3 0 7 |} 50/3 | 41/103) 11 34.4 ||Bolsover Colliery Ord. iil 45/9 | 45/9 611 0 
1H | 110 || 2113p | 1119 |/Consols 4% (after 1957).|) 1124 1125 | 311 5f) 29/7) 25/- || 3 4 +64 6 |Brown (John) Ord. 10/-.|| 28/9 | 29/6 |3 7 6+ 
100 | 988 || 1004, | 99) |\Conv. 29% 1945-45... | 1008 | 1008 | 2 0 O|] 22/9 | 18/3 || 5 6] 3 a|\Colvilles Ord. £1........ 22/3 | 22/9 |7 0 0 
im | ae | dee | aah ee Sosaee | | at) ae] | 2c] eas eeepc) age | BR | 
— | | KConv. 5% 1948-55...... /- x r | = 
: 102 | 108 105 | Conv. 34° ; © (after 1961)..|; 107} 107} 3 5 3f|| 30/6 25/74 I Tha | 15 b||Hadfields Ord. a bnsee 29/9 30/3 | 7 8 6 
108% | 104% || 105; 103 Conv. 5% “1944-64 eecces 103xd | 103 | 3 6 11] 49/- 41/3 || +2$@)| +4 6 ||Staveley Coal Ord. {1 . 47/6 | 48/- | 214 OF 
— 913 || 964 934 ||Funding 2 % 1956-61.../) 96 96 | 217 11] 50/3 | 45/- 12¢¢| 12b¢ Stewarts and Lloyds fl.. 49/- 49/9 |5 0 0 
100} | 97 ! 101 | 98 Funding 23% 1952-57...|| 100% | 1003 1/215 0 | 36/3 31/- 4 a| 6 6| Swan, Hunter Ord. {1...;| 36/- | 36/-_ | 511 0 
101 98 || 102t | 99 Funding 3% 1959-69... .|/ 1003 1003 218 9 7/1 | 5/- Nil ¢ 5 ¢ |/Thomas(Richard)Ord. 6/8) 6/74 7/1k) 4 9 4 
ll 1i || 116% | 114 ||Funding 4% 1960-90. . 1144xd 1144 | 2 1810 i 24/3 21/- 2$a| A United Steel Ord. £1....|| 23/9xd} 24 613 3 
lly | 100 | 7 aa | a oe 24 Jo siteee } 2028 | see : a ye 18/- 15/54 6 b| 4 a|\Vickers Gnd. 10/- pecanes 17/3xd| 17/9 | 512 6 
i 100 =| a o | 0 2 | | extiles 
i i | 994 || 101 ca | War Bonds 23% 1945-47| 100% | 1004 219 8 14/14 | 7/- I Nile| Nile || Bradford Dyers Ord. {1 .|| 13/- | 14 Nil 
~}] | 100 1003 99 \W ar Bonds a 1946-48)| 100 | 100 | 219 71) 13/9 | 6/3 || Nil c| Nil c || British Celanese Ord. 10, 13/9 13/9 Nil 
101 | 100 \ 101f, | 100 [Savings Bds. 5% 1955-65) 1002 | 100f | 218 9 || 40/3 | 33/6 328a| 5 b/|\Coats, J. & P. Ord. £1...'| 39/- 40/3 | 4 7 0 
114 | 110R || 115§ | 112g | Vie tory Bonds 4%...... 1144 | 114) 218 9j\| 42/- 31/- 24a| 5 6|\Courtaulds Ord. {1 ..... 4l/- | 41/3 | 312 6 
 Fyof | 100 || 103 | 100 | War Loan 3% 1955-59..| 1012 | 101 | 216 8 || 14/9 | 2/3 || Nile| 3 ¢||Fine Cotton Spinners {1|| 13/6 | 14/6 | 4 2 6 
ay | 102 } a | = War Loan 4% aft. 1952. 106) xe ? : 6f 31/6 | 22/9 | 7 | The pane. cn are £1..|| 30/6 | 31/- 416 3 
| |} 89% || Hans 3%.....++. }3 3 ij | ectrical Manufactg. 
99: 934 101 | 98% ||Redemption 3% 1986-96! 99 | 99 3 010 74/9 71/3 5 ‘J 10 6|'Callenders Cable, &c. it. 73/9 74/- 410 
102 | 100 1014 | 101 Austria 3% 1953-53....) 101 101 3 0 O]|] 24/9 | 20/9 12$6| 7a /|\Crompton Park. ‘A’ 5/—..|| 23/- 24 43 0 
i Dom. & Col. Govts. | 42/ 10} 37/6 10 c| 10 c¢|\English Electric Ord. {1.|| 42/- 42 415 0 
105§ | 101 - — ~ nage wed 5% snes ste ee : “ 0 || 84/3 | 78/4%|) l%ee| ibe yo ~ Ord. £1./|| 82/- 83 446 
| 100 02 «| ||\New Zealand 5% ..|| 10 014 8 0} || Gas and lectricit) 
iH | 107} 109} | 106% |/Nigeria 5% 1950-60..... | 109 109 {313 8} 38/9 | 34/6, | 5°b 3 a/|\County of London {1.. : 36/- | 36/6 7. © 
) Corporation Stocks | l 14/7% | 12/1 i Nil ¢ ||Gas Light & Coke Ord. a 13/9 14 Nil 
108 106 108} | 105% | Birmingham 5% 1946-56) 106} 1063 3 4 6 32/6 | 29/44 |) 4406 24 a ||North-East Electric {1 . 30/6 30/6 |411 9 
a 844 GT | GR RR. Fihc cc w ccccccnes 96 96 13 2 6 || 40/— | 37/4) 545| 24a |\Scottish Power Ord. £1..|| 38/-xd} 38 }4 4 0 
99 93 99 98 Liverpool 3% 1954-64. 99 99xd | 3 2 0}; 40/6 | 39/- 5 b 3 a'|Yorkshire Electric {1 . 39/6 40 4 0 0 
106 100} || 106 1044 ||Middlesex 34% 1957- 62. 1044 1044 $3 2 Si | | Motor and Aircraft” 
Foreign Governments | 17/6 | 15/- 10 ¢} 10 c|\Austin ‘A’ Ord. 5/-..... | 16/44 | 16/6 /3 0 3 
77 102 97} ||Argentine 44% Stg. Bds.|| 100 100 410 6 25/3 | 20/1} Tk c Tk ec ||B.S.A. Ord. Pi Seeses .--;| 24/6 24/9 6 3 
48 31 643 46 ||Brazil 5% Funding 1914.|| 60 58 4 6 2p) 14/9 | (3 || 6 6| 4 a@||Bristol Aeroplane 10/-...|| 13/9 13/99 |7 5 3 
21 ll} 33° | 423% = ||\Chile 6% (1929)........ 324 33 410 lin) 17/3 | 11/9 || 10 ¢| +8 c|\Fairey Aviation Ord. 10/-|| 16/9 17/- 414 0 
Taine 95 76 ||Egypt Unified 4%...... 914 944 | 4 4 8 || 30/3 | 24/- || 3 @| 3 6|\Ford Motors Ord. {1 . 29/6 30/3 | 318 0 
13 58 87 70% + ||Portuguese 3%......... 87 87 3 9 O |} 17/10$; 11/4) |; 17§6| 15 a||Hawker Siddeley 5/-....|; 17/- 17/6 9 6 9 
45 27 514 33 MOI Dic 6 cc ceccscee 50$ | 50sxd) 718 6 71/3 | 65/- 2¢a)\ 125 b ||Lucas (Joseph) Ord. ?.. 68/9 71/3 |4 4 0 
} a | 29/10})| t10 a} t7$b Beasts wo Ord. | $4 36/- : 8 6 
: | 82/6 || 20 ¢! 20 c¢/|/Rolls-Royce Ord. {1. 5/- 95 4 
wan ites Lest two am, en Yield, i | m Shipp ce + 
Jan. 1 to Oct. 6 Dividends Name of Security opt. - Oct. |} 20/- | 13/3 Nile| Nil c |\Cunard Stesenshty Ord. a 19/9 19/6 Nil 
, 4 29, 6, || 25/- | 21/6 6 c| 6 c)\\Furness, Withy Ord. {1..|| 24/3 24/3 | 419 0 
| High | Low | (a) (6) (c) 1942 1942 1942 32/7% | 25/3 6 b| 2 a\\P.&O. Def. fl......... 32/6 32/6 | 418 3 
i l 1 %G Railways £ s. d. |} 25/- | 20/7 5 ¢ 6 c¢||Royal Mail Lines Ord. iil | 24/6 24/6 418 ¢ 
} 10} 7 Nil¢ Nit c B.A. Gt. Sthn. Ord. Stk. 83 93 Nil |} 21/- | 16/- 5 ¢ 5 ¢|\Union Castle Ord. | 19/- 19 5 5 ¢ 
} 13 9 Nile} Nilc¢ |\Can. Pacific Com. $25.. 1ld 12 Nil | Tea and Rubber 
+ 51 39 4c 2 a|\Great Western Ord. Stk..|| 48 514 716 1) %W3|) 39 4 c| Nil ¢|\Allied Sumatra Rbr. {1.. 6/3 | 6/6 Nil 
} lt 106 255 24 a ||G.W. 5% Cons. Pref. o 1074 108 | 412 7 14/6 | 6/- 6 c\ 2 c|\Anglo-Dutch of Java fil } 10/3 | 10/9 | 514 € 
5 49 2b) 2 a||L.N.E.R. 4% Ist Pref...) 57° | 59 | 615 7 |) 32/— | 24/6 || 2a] 7} Jokai (Assam) Tea {1 . || 27/6 | 28) 729 
2 16 lic 2 c|/L.M.S, Ord. Stock chen ie | 233 25 |8 0 0 2/14 9d. | 4 a| 6 6|\London Asiatic Rbr. 2/- + 1/3 1/44 hg lo 9 
61 50g | 2 a||L.M.S. 4% Pref. 1923...|| 584 60 613 4 || 20/6 | 8/103!) 10 ¢ 3 c\|/Rubber Pitns. Trust £1..|! 14/14 | 14/9 | 4 1 0 
i} iW it b 4 b| ponien Sosarpent e' Stk. 7 = 617 9]) 1/8 9d. || 9 ¢| Nile ||United Serdang Rbr. 2/-. Wl} 63 Nil 
c ||Southern Def. Stox 9 2 8 6 8 I \! Oil | 
71 61k 24 24 @ Southern 5% Pref. Ord. .|| 69 714 | 619 10 seit | 34/4 || 5 ¢ 7c ade Iranian Ord. £1 ..|) $5/ ql 55/74 | 2 12 ° 
| Banks and Site 5 | 27/6 | 5 a 7¢ 5 ||Burmah Oil Ord. {1..... 9/4 41/103) 6 0 
} 1/3 | 61/6 || 10 | tpalAlexanders £2, {1pd....| T1- | 71/- | 418 6 || F3/ty) a ie oe eee fr | ms | aa lea 
we | geet | #8) Zhe | Bank of Australasia é5..// 5p | 5 16 7 6] | 9 oP eee a ee 
"7 6a 6 6 |\Bank of England Stock. 1 sete 3734 | 3 4 3 | 55/- | 42/- I 646 2ha ||Assoc. P. Cement Ord. | 52/6 | 55 13 5 6 
a £47 £364 8 ¢ 8 c|\Bank of Montreal £100..|| £384 {| £39} 4 3 Oell so 35/78 || 10 10 Barker (John) Ord. £1 - 48/- | 49 1419 
| 36 | 19- | 3ga) 32 |/Bank of New Zealand ai 29/- | 30/- | 4 0 el = eee ek oe | we ls 6 le 
b} %- | TY | 7 b| 7 a|[Barclays Bank ‘B' {1...|| 74/- | 74/- ,315 9 || S8/7b) 30/6 || 24 ¢| 26 ¢ [Boots Pure Drug Ord. s/-| a | oe is 4 6 
7 4h 246 24 |\Chartered of India {5 . 7 7t 3 8 9] pe 43/3 7° 14 103 a Saaee 6... ote cant 7 e 
| (68 | £45 246| £24 a |\Hongkong and S. me | 506 | oun of Soe] ee ee a. fi.) 81/3 | 86/3 | 3 7 8 
£24 £24 gkong $125... &, . £584 | ll 14 
1) 56/74 | 50/- 6 b 6 a \Lloyds ‘A’ £5, £1 paid . 64/6 66 45 9] 73/9 | 64/- a ||British Oxygen Ord. £2) l 68/9 | 72/6 317 0 
5} 83 | 81/6 || 8 b| & a||Midland £1, fully paid...|| 87/6 | a8- | 322 910% | 47, |] 4 ¢| |4 © |\Cable & Wir Hag. Stk. a I 
9 6% 5h 5 b| § a\iNat. Dis. £28, fully aid|| 6} 6} sn 6 | 97/6 153 6| 12}a||Carreras ‘A’ Ord. {1..... +} 384, | 120 | 414 6 
2) 89/- | 64/- 746| 7a \Nat. Prov. £5, {1p aid. | 68/- 686 | 4 7 6 || S3/lb| 24/44 || 10 ¢| 8 c¢|\Dunlop Rubber Ord. {1 .|} 30/6 | 30/6 | 5 4 9 
9} 470 | 443 8} | \|Royal Bank of Scotland. || 455 455. 1314 9 || 28— | 13/3 || Nile} 6 c¢//Elec. & Mus. Ind. 10/-..)) 17/6 | 18/- |3 6 9 
50/- | 46/- ef b| sha a ||Union Discount {1 | 496 | 496 |4 0 6|| 26/6 22/- 12$b/ 12}a |\Gestetner (D.) 5/- | 25/- | 25/6 | 418 0 
4} 85/6 | 77/9 9 6 9 ¢ |Xalon Disco £4, {1 paid.|| 83/6 85 4461 93/6 31/3 20 »| Nila|Harrisons & Cros. Def. ‘fil 42/3 | 45/- | 817 3 
- > 35/- | 30/- | ,,5 &| _3 a Imperial Chemical Ord. £1) 33/9 | 34/9 | 412 0 
i Insurance | | 688 5% || t10 6! +744 ||Imperial Tobacco Ord. £1)| 6% 64} 211 
2 234 40 a| 50 b|/Alliance £1, fully paid. . 243 25 312 of] $45 $374 | $2. 00 ¢ | $2.00 ¢ ||International Nickel n.p.|| $423 $444 | 4 9 0 
“al lly 4/64) 6/-b ||Atlas £5, £14 paid... .. 12} 124 | 4 5 9 31/9 | 24/9 |} 5 c¢| 5 c|\Lever & Unilever Ord. £4 30/- 30/7 | 3 5 0 
/6 | 79/- || 40 b| 20 a|lGen. Accat. £1, 10/- pd. || 105/- | 105 3.16 3s|| 52/6 | 39/9 || § a| 5 6|\London Brick Ord. £1. 51/3 51/3 | 318 0 
274 | 244 || 10/-a! 10/-6|!Lon. & Lancs. £5, £2 pd.|| 264 | 27 314 1) 41/6 | 30/- || 15 @| 20 6||Marks&S encer ‘A’ 5/-.|| 39/— 4y- |4 2 9 
16 14 t20 6) t17}a |\Pearl £1, fully ~p hei | 16 164 | 2 5 3t|| 98/9 | 85/7%|) Wha 1338 [Murex {1 Ord. ......... | 97/6 | 98/9xd)4 1 0 
rj i 13} 6/-a| 6/-—6|\Phoenix £1, fully paid...|/ 15 15 | 316 3] 27/6 | 19/6 || 24a | 6 [Pincbix: johnson Ord. 10/-|| 26/6 | 276 13 1 9 
|) 27 20%, | +582 c | +124 a|'Prudential {1 ‘KY hacaaes | 27 27 2 3 3t| 65/3 | 58/- | 12} 0 | oe Spillers Ord. {1......... | 62/6xd| 62/6 | 416 0 
: 7 ll a| 19 }||Royal Exchange {1..... 8 8 |}315 O}] 67/- 59/10}|| 10 b| 3$a/|/Tate and Lyle Ord. £1...|| 65/- | 66/6 a a 
; 6 | 7 3/36) 3/3a||Royal £1, 12/6 paid..... 88 88 317 0} 34/9 | 27/6 || 10 c} 10 c|\Triplex Safety Glass 10/ I] 30/- 30/9 3.5 0 
; 5t 133d | 94 /Sun Life {1, fully paid. . 6 5 | 317 6 || 88/6 | 80/6 | 10d] 10 a [Tube Investments Ord. £1 87/6 | 88 4 20 9 
| | } 74/44 | 62/6 || 8% b| 32a |/Turner & Newall Ord. {])} 70/- | 72/6 
| 186¢ | 1655 4a| 6 sodmrartment reat 1834 | 185} | 5 710 | 33/— | 26/44 || Tha |(d)15 6 ||United Molasses Ord. oT at? 22 
iat | 1504 ; a : 2 rennet Lg ga | eos = | 6 " 0 | 60/6 47/- | 35 | 20 a ee 5/- | 56/6 | 59 41 
a \|Trustees Corp. Ord. St 524 | 152 | 611 2 ) 
| 200 | 189 4) 6 bI|U.S. Deb. Cp. Ord. Stock] 191 | lop | 5 4 5} 48/3 | S/Th] A | Soe ee ae ee oe | ei." 
159/- | 13 l Breweries, &c. | i 42/6 | 30/7|) 10 c| 10 cliCons, Gids. of S. Af. £1.. 40/- 40 ;}5 0 0 
| 699 | 8 /~ | t15 6| +5 a@||Bass Ratcliff Ord. £1....|/157/- | 158/9 | 210 6t on | W% || Nile| 20 ¢ \De Beers (Def.) £2$..... | 9% 9 § 5 0 
hae | 54/6 | 5a 9 6 |\Courage & Co. Ord. {1.. | 67/9 | 69/3 | 4 0 0}; 40/- | 33/6 || 1186] 9% @|/Randfontein Ord. £1.. ..) 35/- | 34/44 |11 18 0 
Tne | 1/104) 6a] 10 6|\Distillers Co. Ord. {1....|| 79/6 | 81/9 | 319 9 8 | 6 || 15 | Nila|/Rhokana Corp. Ord. fi..|| 7 ™ 13 3 @ 
| gas | a 11 a} 18 6 |\Guinness (Arthur) Ord. £1//105 11/3 | 5 4 Of] 15/6 | 11/9 || 5 6] 5 a@||Roan Antelope Cpr. 5/- ‘13/9 | 14/- | 310 6 
| as | wae 1546) 7 a jin Coope &c. Ord. £1...|| 90/6 92/9 |417 O}| Th] & 62} 52$a||Sub Nigel Ord. 10/-..... | 6 | 5% |913 9 
70/6 | ane, |i | 13.6) 8 a|Mitchells & Butlers {1...|) 86- ; 87/9 | 415 3 } 7 ot || 2/6a| 5/66||Union Cp. 12/6 fy. pd...) 62 | 6% | 516 0 
+ | iar tors 0/7} || 4 a) 14 6|\Watney Combe Def. £1..!! 67/- | 69/9 |5 3 0]| 5% | 38 ||_Nil Nil ||W. Witwatersrand 10/- .|| 5% | 54 | Nil 
4) Interim div. (6) Final div. (c) Last two yearly divs. (d) Includes 24% not subject to tax. Yield basis 25%. (e) Allowing for excl Sones. (f) Flat yield. (i) Annas 


pet share. (j) Yield to average red.—end 1960. (k) Based on red. at par 1946. (m) Yield 1.55% basis. (p) Yield 23% basis. (s) Yield basis 40%. t Free of Tax. 


/|OVERSEAS WEEKLY TRAFFIC RECEIPTS NEW YORK PRICES 





: 
! 
) 






Close Close Close Close Close Close 
. 2 Sept. Oct. 3. Commercial Sept. Oct. Sept. Oct. 
ie Gross Receipts Aggregate Gross 1. Railroads. 29 «6 and Industrial. 29 6 29 «6 
| en of) for Week Receipts Atlantic Coast. 30 33 | Am. Smelting.. 39$ 403] Int. Paper..... 8% 9% 
] — S | Ending - Can. Pacific ... 58 5 Am. Viscose... 27% 28% | Liggett Myers.. 57} 57 
; = Gt. Nthn. Pf.. 23 23 Anaconda..... 25} 274 | Nat. Distillers . 25} 25 
| 1942 + or — 1942 + or- AS Io 2a Beth. Steel . 54% 57 Nat. Steel ..... 48% 52 
- Pennsylvania.. 22¢ 24 Briggs ....0.5- 18 193} Phelps Dodge.. 244} 25 
BA. Southern...... 15g 17 Celanese of A... 20% 22 Proct.Gamble. 48} 50 
Bry ze Pacific....| 14 Oct. 3 $1,543,000 |+ 362,000 19,649,000 + 1,734,000 Chrysler ...... 60f 63 Sears Roebuck. 54} 54 
-HBA, Wr Southern...| 14 » 3. $2,394,000 + 65,000 29,410,000 + 355,000 | 2. Utilities, ete. Distillers-Seag.. 20} 20§ | Shell Union.... 14% 15 
aseeaw | 14 a $845,000 — 3,000 11,244,000 + 134,000 | Amer. Tel. .... 118§ 121§ | Eastman Kdk.. 133 I Std. OU N.J.... 399 41 
—y Bacio. . --| 40 Sept. 30* $7,039,000 +1,013,000 187,126,000 |+ 28:669,000 Amer. W’wks, . 3 Mi Gem. Biee...... 274 28 20th Cen. Fox.. 12 14 
; rgentine.../ 14 Oct. 3) $2,106,800 |\+ 229.000 | 28,201,350 + 2,965,550 Pac. Light .... 28 30 Gen. Motors... 38% 39% | United Drug... 7 7 
7 a 


sa Pauls — Faulo (Brazil). -+| 39 \Sept. 2 27,246 People’s Gas .. 40 41 Inland Steel... 62@ 65 U.S. Steel ..... 463 49 


£37,625 + 1,400 | 1,417,333 People . i 
e Sth. Cal. Ed.... 17§ 18 Int. Harvest... 484 494 | West’house El.. 714 74 
9 days’ receipts. 3 Receipts in Argentine pesos. W. Union Tel... 28$ 29} | Int. Nickel .... 27§ 29 Woolworth.... 28} 28 





468 THE ECONOMIST October 10, 1942 





















nears: Tf 6 Market Rates.—The following rates remained un- 14%; 4 months, 14-14%; 6 months 
a row 72 < , o>, J , /O% " i J 
Continued from page 46; changed between Oct. 3rd and Oct. 9th. Treasury Bills: 2 months, 1-1ly% ; 3 mothe! jis 
Exchange Rates.—The following rates fixed by the Day-to-day money, ?-14%. Short Loans, '}_ 
Bank of England remained unchanged between Oct Egypt. Piastres (97}) 978-4. India. Rupee (18d. per Bank deposit rates #%- Discount deposit at cal 
Srd_and Oct. 9th. (Figures in brackets are par of rupee) 174-1840. Belgian Congo. Francs 176}-}. $% ; at notice 2%. 
exchange China. National $ 2j-34,d. 
United States. $ (4-863) 4-02}-03}; mail transfers Special Accounts are in force for Brazil, Chile, NEW YORK EXCHANGE RATES 
4-024-03}. Canada. $ (4-863) 4-43-47; mail trans- Uruguay, Peru, Bolivia and Paraguay, for which no rate 
fers 4-43-47}. Switzerland. Francs (25-224) 17-30-40. of exchange is quoted in London. rat O 
: 3 g. 25 nti ec New York Sept Oct. ct Oct. ) , 
Gao) 16-068-17-13; mah tronsiors he Ser, ae Forward Rates.—Forward rates for one month have on 30 1 2 3 | T “a 
gia West indies. Flor a. a2 11) “7-58 62 1 ale remained unchanged as follows :—United States. } cent | ° 
eenmeters 7-58-64. Portugal. Esera-s ’ (110) pun.-par. Canada. 4 cent pm.-par. Switzerland. 5 ceuts ae Cents Cents Cents Cents Cents Gam 
99-80-100-20. Panama. $4-02-04 ; mau transfers pm.-par. Sweden. 3 ore pm.-par. London 4033 | 403 | 403} 4033 . 4038 403, 
4-02-04}. Montreal 87 -500 87 -250 87 -625 87 -500 87 ‘37587 os 
, a ee TES, LONDON.—The following rates re- Zuricht ..../23°30 |23°30 |23-30 23-30 |23-39 93. 
_ fixed Rates for Payment at Bank of England for m eal dana between Oct Sed end Oct. 9th B. Aires... ..23+30* 23 -70*/25 -70* 23 -70*/23 -79¢ 23 > 
Clearsng Offices.—Spain. Peseta (25 -22}) 40-50 (Official A E ; Brazil 5°14 | 5-14 5°14 | 5-14 | 5-14) 5.14 
tate); 46-55 (Voluntary rate). Turkey. Piastres (J) Bank rate, 2% (changed from 3% October 26, 1939). oy 
J y 4 : | 
620. Utaly. 71-25 lire. Discount rates: Bank Bills 60 days 14% ; 5 months * Official rate 29 -78 Commercial Bills. | 
| 
—_- 
Vol 
—_ 
AUSTRALIA AND CHINA on 


(Incorporated by Royal Charter 1853) Bankers to the Government in Kenya Colony and Uganda, 
CAPITAL (PAID-UP) - £3,000,000 Head Office: 26 BISHOPSGATE, LONDON, E.C.2, 
RESERVE FUND - - £3,000,000 BRANCHES : 

Branches and Agencies throughout INDIA and the EAST Aden and Delhi eee ey 
AFFILIATED BANK IN INDIA Aden Point Kandy panzibar , f 
Amritsa Karachi Kisumu ) Kenya NO! 
THE ALLAHABAD BANK LTD., with 15 Branches & 30 Sub-Agencles Bombay Lahore Mombasa Colony 
The Bank offers a complete Banking Service and provides Caleutta Madras Nairobi British 
exceptional facilities for financing every description of trade with Cawnpore Mandalay Nakuru } EA. 
the East. Chittagong Nuwara Entebbe j 
Deposits for Fixed Periods or repayable at call or at short notice Cochin (8. India) Eliya Jinja Uganda 
are received at rates which may be ascertained on application. Colombo Rangoon Kampala } 
The Bank also undertakes Trusteeships and Executorships. Dar-es-salaam Mwanza Tanga Tanganyika Territory. || 
* P { 
Head Office: 38, BISHOPSGATE, LONDON, E.C.2 SUSSCRISED CAPITAL een 
PAID-UP CAPITAL --» £2,000,000 


West End Branch: 


28, CHARLES If STREET, HAYMARKET, S.W.1 RESERVE FUND £2,200,000 
Manchester Branch: 52, MOSLEY STREET The Bank conducts every description of Eastern Banking business, |} AM 
New York Agency: 65, BROADWAY, NEW YORK CITY Trusteeships and Executorships also undertaken, 





COMMONWEALTH BANK OF AUSTRALIA 


(Guaranteed by the Branches and Agencies 
Australian Government) throughout Australia. 


Ranking and Exchange Business of every description transacted 
Bankers to the Government of the Commonwealth of Australia, the 


Government of the State of Queensland, the Government of the State 
f South Australia, the Government of the State of Tasmania. BOC 
Commonwealth Savings Rank of Australia, 3,894 Agencies at 
\ Post Offices in Australia j — 
As t 29th June, 1491.—General Bank Balances £130,752,179 ai ; 8 rj imi iabilit | 
Sees Mamie. Waiamene 150,553,865 Incorporated in Canada in 1869 with Limited Liability 
Note Issue Department ‘ 77,144,818 | 
Rural Credits Department 2,389,454 . 
ie. 19,795,546 Over 650 Branches in Canada, 
£380,635,862 the West Indies and 


= 
— 


THE 


~~ 








A. H. LEWIS, Manager. 
London Office: 8 OLD JEWRY, E.C.2. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 


THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hongkong. The liability of members 
is limited to the extent and in manner prescribed by Ordinance 
No. 6 of 1929 of the Colony.) 

AUTHORISED CAPITAL - = «= «= $50,000,000 
ISSUED AND eee - «= $20,000,000 

( LING - - »« £6,500,000 
RESERVE FUNDS —§ WoNGKONG CURRENCY $10,000,000 
RESERVE LIABILITY OFSHAREHOLDERS $20,000,000 


Central and South America 








LONDON: 

Main London Branch: 6, Lothbury, E.C.2. 

E. B. McInerney, Manager | 

West End Branch: 2-4, Cockspur Street, S.W.1. | 
J. A. McKillop, Manager 

HEAD OFFICE: MONTREAL 

Agency in New York 


Unit 



















siedaantanieiaeaesae Life 

Head Office: HONGKONG, has 

temporarily transferred to “- 

LONDON OFFICE, 9, Gracechurch Street, E.C.3. ee Briti 
Acting Chief Manager: A. Mors®. THE ALEXANDRIA WATER COMPANY, LIMITED It 

BRANCHES AND AGENCIES THROUGHOUT INDIA AND ALEXANDRIA, EGYPT Ame 
oe ree INTERIM DIVIDEND Emp 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 
9 Gracechurch Street, E.C.8, a Company incorporated in England and 
an affiliate of The Hongkong and Shanghai Banking Corporation, is 
prepared to act as Executor and Trustee in approved cases. 


NOTICE IS HEREBY GIVEN that an Interim Dividend at there 
FOUR SHILLINGS per £5 share on Coupon No. 108 will & plan: 
















Full particulars may be had on application. paid without deduction of British Income tax but less Fey “ ot 
Government Taxes, making 3s. 3.3636d. net, on and after @ the « 
15th October, 1942, at the National Bank of Egypt, in Alexandn the 
REFUGE ASSURANCE COMPANY LTD. at Rue Toussoun, or in London at 6 King William Street, ECA effec 
Chief Office: OXFORD STREET, MANCHESTER, 1 Dated, Alexandria, Egypt, the rst October, 1942. by 
ANNUAL INCOME EXCEEDS -_  £13,000,000 By Order of the Board, Wou 

ASSETS EXCEED - += =  £77,000,000 T. D. KEY, Bri 
CLAIMS PAID EXCEED - - £140,000,000 | ROBERT WALTON, rita 
$$$ ne ———]| don 
Printed in Great Britain by St. Ciemenrs Press (1940), Lrp., Portugal St., Kingsway, London, W.C.2. Published weekly by Tue Economist NEWSPAPER, LtP., the 


t Brettenham House, Lancaster Place, London, W.C.2.—Saturday, October 10, 1942 





